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TITLE 14.  PUBLIC SERVICE CORPORATIONS; CORPORATIONS AND ASSOCIATIONS; SECURITIES REGULATION

CHAPTER 1.  CORPORATION COMMISSION
CORPORATIONS AND ASSOCIATIONS

ARTICLE 1. IN GENERAL

Section
R14-1-101. Debt limitation; exception
R14-1-102. Annual reports and certificates of disclosure
R14-1-103. Licensing Time-frames

ARTICLE 2. CORPORATE NAMES

Article 2 consisting of Sections R14-1-201 through R14-1-222
adopted effective June 21, 1982 (Supp. 82-3).

Section
R14-1-201. Corporate name
R14-1-202. False implication of government affiliation
R14-1-203. Characters of print acceptable -- names
R14-1-204. Existing corporate name -- defined
R14-1-205. Written comparison of names
R14-1-206. Categories of name similarity
R14-1-207. “Same” -- defined
R14-1-208. “Same” name not acceptable
R14-1-209. “Deceptively similar” -- defined
R14-1-210. “Deceptively similar” name not acceptable
R14-1-211. “Similar requiring letter of consent” -- defined
R14-1-212. “Similar requiring letter of consent” acceptable with

consent
R14-1-213. Form of consent
R14-1-214. “Similar not requiring letter of consent” -- defined
R14-1-215. A name “similar not requiring letter of consent” is

acceptable
R14-1-216. “Not similar” -- defined
R14-1-217. “Not similar” -- acceptable
R14-1-218. Alphabet names
R14-1-219. Surnames -- a surname is considered to be a “word”
R14-1-220. Exception for churches
R14-1-221. Matters not considered in determining name avail-

ability

R14-1-222. Final determination

ARTICLE 1. IN GENERAL

R14-1-101. Debt limitation; exception
For the purpose of computing the highest amount of indebtedn
which corporations are authorized to incur where the stock has
par value, the Commission has, in accordance with the provisi
of A.R.S. § 10-173, fixed the amount of $100.00 per share unl
proper showing is made that such stock is reasonably worth m
than that sum; provided that such limitation shall not apply to c
porations or districts organized for the purpose of providing irrig
tion or drainage for farm lands, or corporations and distric
organized in connection with the development of agricultur
improvements, the debt limitation for which shall, upon applic
tion, be fixed by the Commission in a reasonable amount, tak
into consideration the valuation of properties included within t
boundaries of any such project.

Historical Note
Former General Order I-2.

R14-1-102. Annual reports and certificates of disclosure
A. This rule prescribes, pursuant to A.R.S. § 10-142, the form

the Annual Report and Certificate of Disclosure required to 
filed with the Commission under A.R.S. §§ 10-125 and 1
128. This rule does not apply to non-profit corporations.

B. Annual report of domestic and foreign corporations
1. Each domestic corporation and each foreign corporat

authorized to transact business in this state shall file w
the Commission an annual report setting forth the info
mation required by A.R.S. § 10-125.

2. The annual reports of domestic and foreign corporatio
required to be filed under this subsection shall contain 
following information which shall be set forth on the fol
lowing form provided by the Commission:
March 31, 1999 Page 1 Supp. 99-1
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ARIZONA CORPORATION COMMISSION
2222 WEST ENCANTO BLVD. SUITE 210-D

PHOENIX, ARIZONA 85009
415 WEST CONGRESS AVENUE TUCSON, ARIZONA 85701

ANNUAL REPORT ARS 10-125 & CERTIFICATE OF DISCLOSURE ARS 10-128
FORM PURSUANT TO ADMINISTRATIVE RULE R14-1-102 
DIRECTION: Please complete both sides of this Annual Report, and return to the ARIZONA CORPORATION COMMISSION AT 

EITHER OF THE ABOVE ADDRESSES WITH YOUR FEE. REPORT MUST BE FILED ON OR BEFORE:

A. CORPORATION INFORMATION:

Corporation Name:
Street Address:
P.O. Box (if any):
City, State, Zip Code:

FILE NO.
TYPE OF CORPORATION
FEE

Principal Office of
Non-Arizona Corporation:
Suite # (if any):
City, State, Zip Code:
Name of Arizona Statutory Agent:
Street Address:
City, State, Zip Code:

B. SPECIAL INSTRUCTIONS: If there has been a change in any of the preceding information, please indicate below the change 
required:

C. * CAPITALIZATION: Aggregate number of shares itemized as follows: * NOT REQUIRED FOR NON-PROFIT CORPORATIONS
NUMBER AUTHORIZED CLASS SERIES PAR VALUE

NUMBER AUTHORIZED CLASS SERIES PAR VALUE

D. BRIEF STATEMENT OF THE CHARACTER OF BUSINESS IN WHICH THE CORPORATION IS ACTUALLY ENGAGED IN ARIZONA.

1.

ANNUAL REPORT
FOR YEAR ENDING

MO.  DAY  YR.
Supp. 99-1 Page 2 March 31, 1999
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(LIST MUST BE COMPLETE - USE ADDITIONAL SHEET IF NECESSARY)
E. OFFICERS: F. DIRECTORS

President Director

Name _______________________________________________ Name _______________________________________________

Street Address  _______________________________________ Street Address  _______________________________________

P.O. Box  ____________________________________________ P.O. Box  ____________________________________________

City, State Zip Code  ___________________________________ City, State Zip Code  ___________________________________

Date of taking this office:  MO. ______ DAY ______ YR.  ______          Date of taking this office:  MO. ______ DAY ______ YR.  ______ 

Vice-President Director

Name _______________________________________________ Name _______________________________________________

Street Address  _______________________________________ Street Address  _______________________________________

P.O. Box  ____________________________________________ P.O. Box  ____________________________________________

City, State Zip Code  ___________________________________ City, State Zip Code  ___________________________________

Date of taking this office:  MO. ______ DAY ______ YR.  ______ Date of taking this office:  MO. ______ DAY ______ YR.  ______ 

Secretary Director

Name _______________________________________________ Name _______________________________________________

Street Address  _______________________________________ Street Address  _______________________________________

P.O. Box  ____________________________________________ P.O. Box  ____________________________________________

City, State Zip Code  ___________________________________ City, State Zip Code  ___________________________________

Date of taking this office:  MO. ______ DAY ______ YR.  ______          Date of taking this office:  MO. ______ DAY ______ YR.  ______ 

Treasurer Director

Name _______________________________________________ Name _______________________________________________

Street Address  _______________________________________ Street Address  _______________________________________

P.O. Box  ____________________________________________ P.O. Box  ____________________________________________

City, State Zip Code  ___________________________________ City, State Zip Code  ___________________________________

Date of taking this office:  MO. ______ DAY ______ YR.  ______         Date of taking this office:  MO. ______ DAY ______ YR.  ______ 

Other Executive Officer (title)_________________________ Director

Name _______________________________________________ Name _______________________________________________

Street Address  _______________________________________ Street Address  _______________________________________

P.O. Box  ____________________________________________ P.O. Box  ____________________________________________

City, State Zip Code  ___________________________________ City, State Zip Code  ___________________________________

Date of taking this office:  MO. ______ DAY ______ YR.  ______        Date of taking this office:  MO. ______ DAY ______ YR.  ______ 

Other Executive Officer (title)_________________________ Director

Name _______________________________________________ Name _______________________________________________

Street Address  _______________________________________ Street Address  _______________________________________

P.O. Box  ____________________________________________ P.O. Box  ____________________________________________

City, State Zip Code  ___________________________________ City, State Zip Code  ___________________________________

Date of taking this office:  MO. ______ DAY ______ YR.  ______           Date of taking this office:  MO. ______ DAY ______ YR.  ______ 

Other Executive Officer (title)_________________________ Director

Name _______________________________________________ Name _______________________________________________

Street Address  _______________________________________ Street Address  _______________________________________

P.O. Box  ____________________________________________ P.O. Box  ____________________________________________

City, State Zip Code  ___________________________________ City, State Zip Code  ___________________________________

Date of taking this office:  MO. ______ DAY ______ YR.  ______         Date of taking this office:  MO. ______ DAY ______ YR.  ______ 

Other Executive Officer (title) _________________________ Director

Name _______________________________________________ Name _______________________________________________

Street Address  _______________________________________ Street Address  _______________________________________

P.O. Box  ____________________________________________ P.O. Box  ____________________________________________

City, State Zip Code  ___________________________________ City, State Zip Code  ___________________________________

Date of taking this office:  MO. ______ DAY ______ YR.  ______ Date of taking this office:  MO. ______ DAY ______ YR.  ______ 

2.

(OVER)
March 31, 1999 Page 3 Supp. 99-1
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G.   STATEMENT OF FINANCIAL CONDITION
BALANCE SHEET

YOU MAY SUBSTITUTE FOR THIS BALANCE SHEET AN EXACT COPY OF THE FINANCIAL REPORT TO SHAREHOLDERS
AS PROVIDED IN A.R.S. § 10-127, A COPY OF SCHEDULE L, FILED WITH THE INTERNAL REVENUE SERVICE, OR A
COPY OF SCHEDULE L, FORM 120 FILED WITH THE ARIZONA DEPARTMENT OF REVENUE FOR THE PURPOSES OF
TAXATION OF INCOME PURSUANT TO TITLE 43, ARIZONA REVISED STATUTES.

ASSETS AMOUNT       TOTAL

Cash........................................................................................ --------------------

Trade notes and accounts receivable ................................. --------------------

(a)  Less allowance for bad debts ...................................... -------------------- --------------------

Inventories ........................................................................... --------------------

Gov’t obligations: (a) U.S. and instrumentalities ............. --------------------

(b) State, subdivisions thereof, etc. ................................... -------------------- --------------------

Other current assets ............................................................. --------------------

Loans to shareholders .......................................................... --------------------

Mortgage and Real Estate loans .......................................... --------------------

Other investments ................................................................. --------------------

Buildings and other fixed depreciable asset .................... -------------------- --------------------

(a) Less accumulated depreciation .................................... -------------------- --------------------

Depletable assets .................................................................. --------------------

(a) Less accumulated depreciation ................................... -------------------- --------------------

Land (net of any amortization) ............................................ --------------------

Intangible assets (amortizable only) .................................. --------------------

(a) Less accumulated amortization .................................... -------------------- --------------------

Other assets ........................................................................... --------------------

Total assets........................................ --------------------

--------------------

LIABILITIES AND CAPITAL

Accounts payable --------------------

Mtges., notes, bonds payable in less than 1 yr. .............. --------------------

Other current liabilities.......................................................... --------------------

Loans from shareholders .................................................... --------------------

Mtges., notes, bonds payable in 1 yr. or more ................... --------------------

Other liabilities ...................................................................... --------------------

Total assets............ --------------------

Capital stock: (a) Preferred stock ...... --------------------

(b) Common stock....... --------------------

Paid-in-or capital surplus .................................................... --------------------

Retained earnings - Appropriated ....................................... --------------------

Retained earnings - Unappropriated ................................. --------------------

Less cost of treasury stock ................................................ --------------------

Total capital...... --------------------

Total liabilities
and Capital.... --------------------

--------------------

3.
Supp. 99-1 Page 4 March 31, 1999
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H. SHAREHOLDERS: DIRECTIONS: Fill in names of shareholders of record holding more than 20% of any class of shares issued by the 
corporation, including persons beneficially holding such shares through nominees. If additional space
is needed, attach a separate sheet.

Shareholder
Name                                                                                         

Shareholder
Name                                                                                         

Shareholder
Name                                                                                         

Shareholder
Name                                                                                         

Shareholder
Name                                                                                         

Shareholder
Name                                                                                         

                                                                                                                                                                                                                                                                                        

I. ALL CORPORATE TAX RETURNS REQUIRED BY TITLE 43 HAVE BEEN FILED WITH THE ARIZONA DEPARTMENT OF REVENUE.

Under penalties of law, I declare that I have examined this report, including any attachments, and to the best of my knowledge and belief it is true,
correct and complete. (MUST BE SIGNED BY PRESIDENT, VICE PRESIDENT, SECRETARY, ASSISTANT SECRETARY OR TREASURER.)

BY: X                                                                BY: X                                                                

TITLE:                                                                   TITLE:                                                                   

                                                        
(Date of Signing)

                                                                                                                                                                                                                                                                                        

NOTE:
If you are unable to file this Annual Report on or before the date which appears on page 1 of this report, you may, but only on or before that date, file a written
request to the Incorporating Division, Annual Report Section for an extension of time, not to exceed 60 days, in which to file this report. The request for an extension
of time MUST be accompanied by the annual fee which also appears in part A on page 1 of this report. Only after filing that request and paying the annual fee can
the Commission grant this request for extension.
                                                                                                                                                                                                                                                                                          

3. Each domestic and foreign corporation required to file the
annual report on the form prescribed in this subsection
may substitute for Part G of the form an exact copy of the
financial report to shareholders as provided in A.R.S. §
10-127, a copy of Schedule L filed with the Internal Rev-
enue Service, or a copy of Schedule L, Form 120 filed
with the Arizona Department of Revenue for the purposes
of taxation of income pursuant to Title 43, Arizona
Revised Statutes.

C. Certificate of disclosure
1. The initial certificate executed by all incorporators shall

be delivered to the Commission simultaneously with the

Articles of Incorporation or trust, or application fo
authority to transact business as provided by law.

2. All existing domestic and foreign corporations shall ex
cute a certificate of disclosure executed by any two offi
ers or directors of such corporation as part of the ann
report required by A.R.S. § 10-125 unless otherwi
exempted from the provisions of A.R.S. § 10-125 
which case they shall file said certificate of disclosure 
a time and manner as provided by law.

3. The certificate of disclosure required to be filed by th
subsection shall contain the following information whic
shall be set forth on the following form provided by th
Commission:
March 31, 1999 Page 5 Supp. 99-1
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J. CERTIFICATE OF DISCLOSURE

A.R.S. 10-128 CHECK BOX “A” OR “B” WHICHEVER IS APPROPRIATE

THE UNDERSIGNED CERTIFY THAT

A.

No person serving either by election or appointment as officers, directors, trustees, incorporators and persons controlling, or  holding more than 10% of 
the issued and outstanding common shares or 10% of any other proprietary, beneficial or membership interest in the corporation:

1. Have been convicted of a felony involving a transaction in securities, consumer fraud or antitrust in any state or federal ju risdiction within the 
seven year period immediately preceding the execution of this certificate.

2. Have been convicted of a felony, the essential elements of which consisted of fraud, misrepresentation, theft by false preten ses, or restraining of 
trade or monopoly in any state or federal jurisdiction within the seven year period immediately preceding the execution of this  certificate.

3. Have been or are subject to an injunction, judgment, decree or permanent order of any state or federal court entered within t he seven year period 
immediately preceding the execution of this certificate, where such injunction, judgment, decree or permanent order:

(a)Involved the violation of fraud or registration provisions of the securities laws of that jurisdiction; or

(b)Involved the violation of the consumer fraud laws of that jurisdiction; or

(c) Involved the violation of the antitrust or restraint laws of trade laws of that jurisdiction.

                                                                                                                                                                                                                                 

B. 

The following persons serving either by election or appointment as officers, directors, trustees, incorporators and persons con trolling, or holding more 
than 10% of the issued and outstanding common shares or 10% of any other proprietary, beneficial or membership interest in the corporation, have been 
or are subject to one or more of the statements listed in items 1 through 3 above:

I. NAME(S)                                                                                   

                                                                                               

                                                                                               

                                                                                               

                                                                                               

II. THE FOLLOWING INFORMATION ON EACH PERSON
LISTED MUST ACCOMPANY THIS REPORT.

1.Full name and prior names used.
2.Full birth name.
3.Present home address.
4.Prior addresses (for immediately preceding 7 year period).
5.Date and location of birth.
6.Social security number.
7.The nature and description of each conviction or judicial 
action, the date and location, the court and public agency 
involved, and the file or cause number of the case.

DATED:                                                                                    EXACT CORPORATE NAME:                                                                                         

Under penalties of law, I declare that I have examined this certificate, including any attachments, and to the best of my knowl edge and belief it is true, 
correct and complete. (MUST BE SIGNED BY ANY TWO EXECUTIVE OFFICERS OR DIRECTORS OF THE CORPORATION.)
BY: X _________________________________________________ BY: X _________________________________________________

TITLE:    _________________________________________________ TITLE:    _________________________________________________

NOTE: Date of signing __________________________________________ 

Before returning to the Commission, please make sure that you have signed part I AND  part J of this report, please make sure that you have checked the 
appropriate box in part J of this report, and that you have submitted your check or other remittance for the annual fee which i s required by law to accom-
pany this report. If you have any questions, please contact the Annual Report Section of the Incorporating Division of the Ariz ona Corporation Commis-
sion.

4.
                                                                                                                                                                                                                                  

D. This rule shall be effective December 31, 1977.

Historical Note
Former General Order I-3 not in original publication, cor-

rection (Supp. 75-1). Former Section R14-1-102 
repealed, new Section R14-1-102 adopted effective 

December 31, 1977 (Supp. 77-6).

R14-1-103. Licensing Time-frames
A. This rule prescribes time-frames for the processing of any cer-

tificate or license issued by the Arizona Corporation Commis-
sion pursuant to A.R.S. Title 10 and Title 29.

B. Within 270 calendar days after receipt of an initial or renewal
application for any certificate or license provided pursuant to
A.R.S. Title 10 or Title 29, staff shall notify the applicant, in
writing, that the application is either administratively complete

or deficient. If the application is deficient, the notice shall
specify all deficiencies.

C. The Commission may terminate an application if the applicant
does not remedy all deficiencies within 30 calendar days of the
date on the notice of deficiency or permit the applicant to rem-
edy the deficiencies based on the following 2 factors: 
1. Amount of information or work necessary to remedy the

deficiencies; or
2. Effect on other Commission priorities.

D. After an application has been deemed administratively com-
plete, and the applicant has been notified in writing, staff shall
have 90 calendar days for substantive review of the applica-
tion.

E. For purposes of A.R.S. Title 41, Chapter 6, Article 7.1, the
Commission has established the following time-frames:
Supp. 99-1 Page 6 March 31, 1999
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1. Administrative completeness 
review time-frame: 270 calendar days,

2. Substantive review time-frame: 90 calendar days,
3. Overall time-frame: 360 calendar days. 

Historical Note
New Section adopted by final rulemaking at 5 A.A.R. 

1019, effective March 18, 1999 (Supp. 99-1).

ARTICLE 2. CORPORATE NAMES

R14-1-201. Corporate name
A. The corporate name is the initial means of identifying a legal

entity; therefore, each name must be distinctive and distin-
guishable from existing corporate names.

B. The corporate name of a profit corporation, foreign or domes-
tic, shall contain one or more words of incorporation as appli-
cable. The accepted words of incorporation and their accepted
abbreviations are: Association -- Assn.; Bank -- no abbrevia-
tion; Corporation -- Corp.; Company -- Co.; Incorporated --
Inc. and Limited -- Ltd.

C. The corporate name shall comply in all respects with A.R.S. §
10-008.

Historical Note
Adopted effective June 21, 1982 (Supp. 82-3).

R14-1-202. False implication of government affiliation
The corporate name may not be one that might falsely imply gov-
ernmental affiliation.

Historical Note
Adopted effective June 21, 1982 (Supp. 82-3).

R14-1-203. Characters of print acceptable -- names
Corporate names must consist of letters of the English alphabet,
arabic numerals or combinations thereof.

1. Letters of the English alphabet will be used in the upper
case (capital letters) only. No distinction as to type, face,
or font is recognized.

2. Arabic numerals include: 0, 1, 2, 3, 4, 5, 6, 7, 8, 9.
3. A space or spaces after words, letters or numerals may be

considered as part of the name.
4. Roman numerals will be treated as letters of the English

alphabet.

Historical Note
Adopted effective June 21, 1982 (Supp. 82-3).

R14-1-204. Existing corporate name -- defined
For the purposes of these rules, an “existing corporate name” is the
name of any domestic corporation existing under the laws of this
state; the name of any foreign corporation authorized to transact
business in this state; a name reserved with the Arizona Corporation
Commission pursuant to A.R.S. § 10-009 or 10-1007(B); or a trade
name registered with the Secretary of State pursuant to A.R.S. § 44-
1460.

Historical Note
Adopted effective June 21, 1982 (Supp. 82-3).

R14-1-205. Written comparison of names
A. A comparison of names to determine similarity is made by

writing the names to be compared, using upper case letters of
the English alphabet and acceptable numerals.

B. For purposes of determining name similarity, every domestic
corporation is deemed to contain the word “Arizona”, either
expressed or implied, in its corporate name.

Historical Note
Adopted effective June 21, 1982 (Supp. 82-3).

R14-1-206. Categories of name similarity
There are five categories of name similarity: Same (defined in R
1-207); Deceptively Similar (defined in R14-1-209); Simila
requiring letter of consent (defined in R14-1-211); Similar, n
requiring letter of consent (defined in R14-1-214) and Not Simi
(defined in R14-1-216).

Historical Note
Adopted effective June 21, 1982 (Supp. 82-3).

R14-1-207. “Same” -- defined
A. Corporate names are the “same” if a comparison of the nam

written, reveals no differences.
B. A proposed corporate name is deemed to be the “same” a

existing corporate name if the difference in names consists
the use of different “words of incorporation”. (See R14-1
201.)

Example: HAAG, INC. is deemed to be the “same” a
HAAG CORPORATION.
Example: INDEMNITY ASSOCIATION is deemed to be
the “same” as INDEMNITY LIMITED.

Historical Note
Adopted effective June 21, 1982 (Supp. 82-3).

R14-1-208. “Same” name not acceptable
A. A proposed corporate name which is deemed to be the “sa

as an existing corporate name cannot be filed even with a letter
of consent from the entity having the same name.

B. A name which has been ruled “same” as an existing corpor
name can be changed to the category “similar, requiring le
of consent”, by the addition of one or more words which ma
the proposed name distinguishable from the existing corpor
name. (A.R.S. § 10-008(3))

Historical Note
Adopted effective June 21, 1982 (Supp. 82-3).

R14-1-209. “Deceptively similar” -- defined
A proposed corporate name is deemed to be “deceptively simi
to an existing corporate name if:

1. The difference in the names consists in the use of diff
ent articles of speech.

Example: THE LONG CO. is deemed “deceptivel
similar” to LONG CO.
Example: THE FINISHLINE COMPANY is
deemed “deceptively similar” to A FINISHLINE
CO.

2. The difference consists in the use of punctuation, spa
and symbols.

Example: The following names are “deceptivel
similar”:
ABC CORP. AB&C CORP.
A B C CORP. A&BC CORP.
A.B.C. CORP. AB-C CORP.
A*B*C CORP.
Example: GOOD TIME REST HOME, INC. is
“deceptively similar” to GOODTIME REST
HOME, INC.

3. The difference consists in the presence or absence of
ters which do not sufficiently alter the names to ma
them readily distinguishable:

Example: The following names are “deceptivel
similar”:
EXXON EXXONN
EXON EXXONS

4. The difference consists in obvious or well-known varia
spellings.
March 31, 1999 Page 7 Supp. 99-1
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Example: KAR CLASSICS, INC. is “deceptively
similar” to CAR CLASSICS, INC.
Example: SAGUARO CLUB, LTD. is “deceptively
similar” to SAHUARO CLUB, LTD.

5. The difference exists in the use of words with essentially
the same meaning.

Example: ANDERSON REALTY CORP. is “decep-
tively similar” to ANDERSON REAL ESTATE
CORP.

Historical Note
Adopted effective June 21, 1982 (Supp. 82-3).

R14-1-210. “Deceptively similar” name not acceptable
A. A proposed corporate name which is deemed to be “decep-

tively similar” to an existing corporate name cannot be
accepted or filed, even with a letter of consent from the corpo-
ration having the similar corporate name.

B. A name which has been ruled “deceptively similar” to an
existing corporate name can be changed to the category “simi-
lar, requiring letter of consent” by the addition of one or more
words which make the proposed name distinguishable from
the existing corporate name. (A.R.S.§ 10-008(A)(3))

Historical Note
Adopted effective June 21, 1982 (Supp. 82-3).

R14-1-211. “Similar requiring letter of consent” -- defined
A proposed name may be deemed “similar requiring letter of con-
sent” if:

1. The proposed corporate name is the “same” as, or
“deceptively similar” to an existing corporate name
except for a geographical designation.

Example: Existing corporate name: JOHNSON
PRODUCTS, INC.
Proposed corporate name: JOHNSON PRODUCTS
OF PHOENIX, INC.
Similar requiring letter of consent.

2. The first words of a proposed corporate name are the
same as the first words of an existing corporate name.

Example: Existing corporate name: TUCSON SER-
VICE, INC.
Proposed corporate name: TUCSON SERVICE
AND SUPPLY, INC.
Similar requiring letter of consent.

3. Names containing a fictitious, fanciful or arbitrary word.
Example: Existing corporate name: ARCO, INC.
Proposed corporate name: ARCO PRODUCTION
COMPANY
Similar requiring letter of consent.

4. The proposed corporate name implies the entity to be an
affiliate or extension of an existing corporate name. (Rule
R14-1-214(A)(4))

Historical Note
Adopted effective June 21, 1982 (Supp. 82-3).

R14-1-212. “Similar requiring letter of consent” acceptable
with consent
A proposed corporate name which is ruled to be “similar, requiring
letter of consent” cannot be filed without the letter of consent.

Historical Note
Adopted effective June 21, 1982 (Supp. 82-3).

R14-1-213. Form of consent
The Arizona Corporation Commission will identify to the applicant
the entity or entities from whom consent must be obtained. The
consent will be in writing, on letterhead, showing the existing cor-
porate name, the proposed corporate name, to whom consent is

given, and signed by the firm’s president or chief executive offic
Consent given orally or by telegraph cannot be accepted. Con
from more than one existing corporate name may be required.

Historical Note
Adopted effective June 21, 1982 (Supp. 82-3).

R14-1-214. “Similar not requiring letter of consent” --
defined
Proposed corporate names are “similar not requiring letter of c
sent” if a written comparison of the names reveals similarities, 
not to the extent that the names are deemed by the Commissio
be deceptively similar. A proposed corporate name would fall
this category if:

1. The proposed corporate name is nonprofit and is the sa
or similar to an existing nonprofit corporate name exce
for a geographical designation.

Example: Existing nonprofit corporate name: JAV
ELINA AND BEAR CLUB
Proposed nonprofit corporate name: PHOENI
JAVELINA AND BEAR CLUB
Similar not requiring letter of consent.

2. Except for the word “Arizona”, when the name of a tow
city, state, or geographical designation is added to 
existing nonprofit corporate name, the proposed name
acceptable, providing that the registered office of the pr
posed nonprofit corporation is not located in the sam
town or city as the existing nonprofit corporation.

3. The existing corporate name has only one significa
word and the proposed corporate name consists of 
same word followed by a descriptive word which distin
guishes the proposed corporate name from the exist
corporate name.

Example: Existing corporate name: UNITED COM
PANY
Proposed corporate name: UNITED SALES, INC.
UNITED FOODS, CORP.
UNITED INDUSTRIES ASSN.
UNITED PRODUCTS CO.
UNITED SUPPLY, LTD.
Similar not requiring letter of consent.

4. A letter of consent will be required if the proposed corpo-
rate name consists of the same word, followed by a wo
or words which suggest the proposed entity to be an af
iate or extension of the existing corporate name.

Example: Existing corporate name: UNITED COM
PANY
Proposed corporate name: UNITED OF TEXAS
INC.
UNITED SOUTHWEST COMPANY
UNITED NO. 7 COMPANY
UNITED PHASE TWO, INC.
Similar requiring letter of consent.

Historical Note
Adopted effective June 21, 1982 (Supp. 82-3).

R14-1-215. A name “similar not requiring letter of consent”
is acceptable
A proposed corporate name which is ruled to be “similar not requ
ing letter of consent” will be accepted and filed without furth
requirement.

Historical Note
Adopted effective June 21, 1982 (Supp. 82-3).

R14-1-216. “Not similar” -- defined
Names are not similar if a comparison of the names, written, reveals
no significant similarity.
Supp. 99-1 Page 8 March 31, 1999
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Historical Note
Adopted effective June 21, 1982 (Supp. 82-3).

R14-1-217. “Not similar” -- acceptable
A proposed corporate name which is ruled “not similar” will be
accepted and filed without further requirement.

Historical Note
Adopted effective June 21, 1982 (Supp. 82-3).

R14-1-218. Alphabet names
When a name or segment of the proposed name consists of initial
letters of the alphabet, the combination of the initials will be con-
sidered as one word for the purpose of applying name availability
rules.

Example: The following are different “words” and are not
considered to be similar:

A&A A&B
AAA AAB
AAAA AAAC

Existing corporate name: A & B, INC.
Proposed corporate name: AA&B, INC.
Similar not requiring letter of consent.

Historical Note
Adopted effective June 21, 1982 (Supp. 82-3).

R14-1-219. Surnames -- a surname is considered to be a
“word”
When an existing corporate name contains a surname and the pro-
posed corporate name consists of that surname, preceded by a given
name or initials, the proposed name is “similar not requiring letter
of consent”.

Example: Existing corporate name: WILLIAMS ELEC-
TRIC COMPANY

Proposed corporate names: E. G. WILLIAMS
ELECTRIC COMPANY
(or)
JIM WILLIAMS ELECTRIC COMPANY

Similar not requiring letter of consent.

Historical Note
Adopted effective June 21, 1982 (Supp. 82-3).

R14-1-220. Exception for churches
When proposed names of churches are the same as existing names
of churches by virtue of their affiliation, but differ in geographical
designation, a letter of consent is not required.

Example: Persons proposing to incorporate a church
named First Baptist Church of Phoenix, would not be
required to obtain a letter of consent from First Baptist
Church of Mesa.

Historical Note
Adopted effective June 21, 1982 (Supp. 82-3).

R14-1-221. Matters not considered in determining name
availability
Only the proposed corporate name and existing corporate names are
considered when determining name availability. Among matters
not considered are:

1. Whether or not the purpose of a proposed corporation is
the same or similar to the purpose of an existing corpora-
tion.

2. Whether an analogous situation has been acted upon
the Corporation Commission.

3. Whether an opinion has previously been expressed by
employee of the Incorporating Division of the Arizon
Corporation Commission or the Secretary of State
Office.

4. Whether or not an existing corporation is active
engaged in business, or has a telephone listing, or a g
erally-known place of business.

5. Whether or not an existing corporation is about to chan
its name, dissolve, or merge out of existence.

6. Whether or not a letter of consent can be obtained fr
an existing corporation.

7. Whether or not the applicant is more or less importa
extensive, widely-known, or influential than an existin
corporation.

8. Whether or not the applicant has ordered statione
opened a bank account, signed a contract, or otherw
altered his position in the expectation, hope or belief th
the proposed name is available.

9. Whether or not the applicant believes it has a prior 
superior right to the use of a name apart from what is 
file in the Incorporating Division of the Arizona Corpora
tion Commission or the Secretary of State’s Office.

Historical Note
Adopted effective June 21, 1982 (Supp. 82-3).

R14-1-222. Final determination
A. Verbal approval by the Commission for the use of a propos

corporate name is advisory only and is subject to final deter
nation by the Commission.

B. A proposed corporate name may be reserved in writing pur
ant to A.R.S. §§ 10-009 or 10-1007. This written approval
based on the assumption that the proposed corporate n
meets all other statutory requirements and is, therefore, a
subject to final determination by the Commission.

C. Final determination that a name is or is not available is mad
the time one of the following documents is processed for 
ing:
1. Articles of Incorporation
2. Application for Authority to do business by a foreign co

poration
3. Articles of Amendment containing a name change
4. Articles of Merger containing a name change
5. Articles of Consolidation containing a name change.

D. If the name is determined available and the document in wh
the name is contained is approved, the document is filed 
the name becomes an “existing corporate name”.

E. If the name is determined not available, the applicant is no
fied of that fact by the document being returned to the app
cant indicating:
1. The proposed name is the same as an existing corpo

name, or
2. The proposed name is deceptively similar to an existi

corporate name, or
3. The proposed name is similar to an existing corpor

name and requires a letter of consent from the exist
corporation.

Historical Note
Adopted effective June 21, 1982 (Supp. 82-3).
March 31, 1999 Page 9 Supp. 99-1
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TITLE 14. PUBLIC SERVICE CORPORATIONS; CORPORATIONS AND ASSOCIATIONS; SECURITIES REGULATION

CHAPTER 2.  CORPORATION COMMISSION
FIXED UTILITIES

(Authority: Article XV, § 3, Constitution of Arizona and A.R.S. § 40-202 et seq.)

The Corporation Commission has determined that rules in this Chapter are exempt from the Attorney General certification provi-
sions of the Arizona Administrative Procedure Act (A.R.S. § 41-1041) by a court order (State of Arizona v. Arizona Corporation Commis-
sion, 114 Ariz. Adv. Rep. 36 (Ct. App. 1992)). This exemption means that the rule was not certified by the Attorney General. Because this
Chapter was filed under a rulemaking exemption, as determined by the Corporation Commission, other than a statutory exemptiothe
Chapter is printed on green paper.

Chapter 2 consisting of Sections R14-2-104, R14-2-105, R14-2-201 through R14-2-213, R14-2-301 through R14-2-313, R14-2-401
through R14-2-411, R14-2-501 through R14-2-510, and R14-2-601 through R14-2-610 adopted effective March 2, 1982.

ARTICLE 1. GENERAL PROVISIONS

Former Sections R14-2-103, R14-2-127, and R14-2-128,
renumbered as Sections R14-2-101 through R14-2-103 respectively
and former Section R14-2-135 renumbered as Section R14-2-314
effective March 2, 1982.

Former Sections R14-2-101, R14-2-102, R14-2-104, R14-2-
106 through R14-2-126, R14-2-129, R14-2-130, R14-2-132
through R14-2-134 repealed effective March 2, 1982.

Section
R14-2-101. Accident reports
R14-2-102. Treatment of depreciation
R14-2-103. Defining Filing Requirements in Support of a

Request by a Public Service Corporation Doing
Business in Arizona for a Determination of the
Value of Property of the Corporation and of the Rate
of Return Thereon, or in Support of Proposed
Increased Rates or Charges

R14-2-104. Inspection of annual reports
R14-2-105. Notice of rate hearings
R14-2-106. Commission Color Code to Identify Location of

Underground Facilities

ARTICLE 2. ELECTRIC UTILITIES

Section
R14-2-201. Definitions
R14-2-202. Certificate of Convenience and Necessity for elec-

tric utilities; filing requirements on certain new
plants

R14-2-203. Establishment of Service
R14-2-204. Minimum Customer Information Requirements
R14-2-205. Master metering
R14-2-206. Service lines and establishments
R14-2-207. Line Extensions
R14-2-208. Provision of Service
R14-2-209. Meter Reading
R14-2-210. Billing and Collection
R14-2-211. Termination of Service
R14-2-212. Administrative and Hearing Requirements
R14-2-213. Conservation

ARTICLE 3. GAS UTILITIES

Section
R14-2-301. Definitions
R14-2-302. Certificate of Convenience and Necessity for gas

utilities; additions/extensions; abandonments
R14-2-303. Establishment of service
R14-2-304. Minimum customer information requirements
R14-2-305. Master metering
R14-2-306. Service lines and establishments
R14-2-307. Main extensions
R14-2-308. Provision of service

R14-2-309. Meter reading
R14-2-310. Billing and collection
R14-2-311. Termination of service
R14-2-312. Administrative and Hearing Requirements
R14-2-313. Conservation
R14-2-314. Intermittent gas ignition

ARTICLE 4. WATER UTILITIES

Section
R14-2-401. Definitions
R14-2-402. Certificate of Convenience and Necessity for water

utilities; abandonments
R14-2-403. Establishment of service
R14-2-404. Minimum customer information requirements
R14-2-405. Service connections and establishments
R14-2-406. Main extension agreements
R14-2-407. Provision of service
R14-2-408. Meter reading
R14-2-409. Billing and collection
R14-2-410. Termination of service
R14-2-411. Administration and Hearing Requirements

ARTICLE 5. TELEPHONE UTILITIES

Section
R14-2-501. Definitions
R14-2-502. Certificate of Convenience and Necessity for tele-

phone utilities; additions/extensions; abandonments
R14-2-503. Establishment of service
R14-2-504. Minimum customer information requirements
R14-2-505. Service connections and establishments
R14-2-506. Construction Agreement
R14-2-507. Provision of Service
R14-2-508. Billing and collection
R14-2-509. Termination of service
R14-2-510. Administrative and Hearing Requirements

ARTICLE 6. SEWER UTILITIES

Section
R14-2-601. Definitions
R14-2-602. Certificate of Convenience and Necessity for sewer

utilities; additions/extensions; abandonments
R14-2-603. Establishment of service
R14-2-604. Minimum customer information requirements
R14-2-605. Service connections
R14-2-606. Collection main extension agreements
R14-2-607. Provision of service
R14-2-608. Billing and collection
R14-2-609. Termination of service
R14-2-610. Administrative and Hearing Requirements

ARTICLE 7. RESOURCE PLANNING

Section
R14-2-701. Definitions
June 30, 1999 Page 1 Supp. 99-2
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R14-2-702. Applicability
R14-2-703. Utility reporting requirements
R14-2-704. Commission review of utility plans

ARTICLE 8. PUBLIC UTILITY HOLDING COMPANIES 
AND AFFILIATED INTERESTS

Section
R14-2-801. Definitions 
R14-2-802. Applicability
R14-2-803. Organization of Public Utility Holding Companies 
R14-2-804. Commission Review of Transactions Between Pub-

lic Utilities and Affiliates 
R14-2-805. Annual Filing Requirements of Diversification

Activities and Plans
R14-2-806. Waiver from the Provisions of this Article 

 ARTICLE 9. CUSTOMER-OWNED PAY TELEPHONES

Section
R14-2-901. Definitions 
R14-2-902. Application for Certificate of Convenience and

Necessity
R14-2-903. Grant of Certificate of Convenience and Necessity 
R14-2-904. Application for Adjudication not a Public Service

Corporation 
R14-2-905. Generic (Streamlined) COPT Tariff 
R14-2-906. Special (Non-Streamlined) COPT Tariff 
R14-2-907. Reporting Requirements and Safety Standards 
R14-2-908. Violations 
R14-2-909. Variations or Exemptions from the Commission’s

Rules 

ARTICLE 10. ALTERNATIVE OPERATOR SERVICES

Article 10, consisting of Sections R14-2-1001 through R14-2-
1014, adopted effective November 2, 1993, pursuant to an exemp-
tion from the regular rulemaking process as determined by the Ari-
zona Corporation Commission (Supp. 93-4).

Section
R14-2-1001. Definitions
R14-2-1002. Application for Certificate of Convenience and

Necessity
R14-2-1003. Grant of Certificate of Convenience and Necessity
R14-2-1004. Rates, Operator Service Charges, and Surcharges
R14-2-1005. End-user Notification and Choice Requirements
R14-2-1006. Public Safety Requirements
R14-2-1007. Billing and Collection
R14-2-1008. Call Splashing Requirements
R14-2-1009. Complaint Processing
R14-2-1010. Quality of Service
R14-2-1011. Reports
R14-2-1012. Violations
R14-2-1013. IntraLATA Long-distance Service is Prohibited
R14-2-1014. Variations or Exemptions from the Commission’s

Rules

ARTICLE 11. COMPETITIVE TELECOMMUNICATIONS 
SERVICES

Article 11, consisting of Sections R14-2-1101 through R14-2-
1115, adopted effective June 27, 1995, pursuant to an exemption
from the regular rulemaking process as determined by the Arizona
Corporation Commission (Supp. 95-2).

Section
R14-2-1101. Applications of Rules
R14-2-1102. Definitions
R14-2-1103. Certificates of Convenience and Necessity Required

R14-2-1104. Expanded Certificates of Convenience and Nec
sity for Telecommunications Companies with Exis
ing Certificates; Initial Tariffs

R14-2-1105. Certificates of Convenience and Necessity for Te
communications Companies Offering Competitiv
Services; Initial Tariffs

R14-2-1106. Grant of Certificates of Convenience and Necess
R14-2-1107. Application to Discontinue or Abandon Loca

Exchange Service Area
R14-2-1108. Determination of a Competitive Telecommunic

tions Service
R14-2-1109. Pricing of Competitive Telecommunications Se

vices
R14-2-1110. Competitive Telecommunications Services -- Pro

dures for Rate Change
R14-2-1111. Requirement for IntraLATA Equal Access
R14-2-1112. Interconnection Requirements
R14-2-1113. Establishment of Universal Service Fund
R14-2-1114. Service Quality Requirements for the Provision 

Competitive Services
R14-2-1115. Administrative Requirements

ARTICLE 12. ARIZONA UNIVERSAL SERVICE FUND

Article 12, consisting of Sections R14-2-1201 through R14-2-
1217, adopted effective April 26, 1996, pursuant to an exemption
from the regular rulemaking process as determined by the Arizona
Corporation Commission (Supp. 96-2).

Section
R14-2-1201. Definitions
R14-2-1202. Calculation of AUSF Support
R14-2-1203. Request for AUSF Support
R14-2-1204. Funding of the AUSF
R14-2-1205. Calculation of Surcharges
R14-2-1206. Implementation
R14-2-1207. Calculation of Monthly Payments and the Asso

ated Collections
R14-2-1208. Monthly AUSF Disbursements
R14-2-1209. Procedures for Handling AUSF Rate Changes
R14-2-1210. Statement of Participation of all Telecommunic

tions Service Providers in the AUSF
R14-2-1211. Duties and Responsibilities of the AUSF Admini

trator
R14-2-1212. Interim Administrator
R14-2-1213. Guidelines for Auditing the AUSF
R14-2-1214. Enforcement of Collection of Delinquent AUS

Amounts
R14-2-1215. AUSF Annual Report
R14-2-1216. Review Process
R14-2-1217. Supersession of Existing USF Mechanism

ARTICLE 13. TELECOMMUNICATIONS
INTERCONNECTION AND UNBUNDLING 

Article 13, consisting of Sections R14-2-1301 through R14-2-
1311, adopted effective September 6, 1996, pursuant to an exemp-
tion from the regular rulemaking process as determined by the Ari-
zona Corporation Commission (Supp. 96-3).

Section
R14-2-1301. Application of Rules
R14-2-1302. Definitions
R14-2-1303. Points of Interconnection
R14-2-1304. Reciprocal Compensation
R14-2-1305. Local and Toll Rating Centers
R14-2-1306. Access to Databases/other Network Functions
R14-2-1307. Unbundling
R14-2-1308. Number Portability
R14-2-1309. Cost Methodology
Supp. 99-2 Page 2 June 30, 1999
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R14-2-1310. Pricing
R14-2-1311. Waivers

ARTICLE 14. EMERGENCY EXPIRED

Article 14, consisting of Sections R14-2-1401 through R14-2-
1409, emergency expired (Supp. 97-1). 

Article 14, consisting of Sections R14-2-1401 through R14-2-
1409, adopted December 22, 1995, effective for a maximum of 180
days, pursuant to an exemption from the regular rulemaking pro-
cess as determined by the Arizona Corporation Commission (Supp.
95-4). 

ARTICLE 15. ARBITRATION AND MEDIATION

Article 15, consisting of Sections R14-2-1501 through R14-2-
1507, emergency expired; new Article 15, consisting of Sections
R14-2-1501 through R14-2-1509, adopted effective August 27,
1997, pursuant to an exemption as determined by the Arizona Cor-
poration Commission (Supp. 97-3).

Article 15, consisting of Sections R14-2-1501 through R14-2-
1507, adopted January 17, 1997, effective for a maximum of 180
days, pursuant to an exemption from the regular rulemaking pro-
cess as determined by the Arizona Corporation Commission (Supp.
97-1). 

Article 15, consisting of Sections R14-2-1501 through R14-2-
1507, adopted July 23, 1996, effective for a maximum of 180 days,
pursuant to an exemption from the regular rulemaking process as
determined by the Arizona Corporation Commission; filed with the
Office of the Secretary of State July 15, 1996 (Supp. 96-3). Emer-
gency expired.

Section
R14-2-1501. Application of Rules
R14-2-1502. Definitions 
R14-2-1503. Negotiation 
R14-2-1504. Mediation 
R14-2-1505. Arbitration
R14-2-1506. Filing and Service of Request for Approval of Inter-

connection Agreement
R14-2-1507. Approval Procedure
R14-2-1508. Amendments
R14-2-1509. Replacement or Subsequent Interconnection Agree-

ments

ARTICLE 16.  RETAIL ELECTRIC COMPETITION 

Article 16, consisting of Sections R14-2-1601 through R14-2-
1616, adopted effective December 26, 1996, pursuant to an exemp-
tion from the regular rulemaking process as determined by the Ari-
zona Corporation Commission (Supp. 96-4).

Section
R14-2-1601. Definitions
R14-2-1601. Definitions (Emergency Amendment)
R14-2-1602. Filing of Tariffs by Affected Utilities
R14-2-1603. Certificates of Convenience and Necessity
R14-2-1603. Certificates of Convenience and Necessity (Emer-

gency Amendment)
R14-2-1604. Competitive Phases
R14-2-1604. Competitive Phases (Emergency Amendment)
R14-2-1605. Competitive Services
R14-2-1605. Competitive Services (Emergency Amendment)
R14-2-1606. Services Required to be Made Available by Affected

Utilities
R14-2-1606. Services Required to be Made Available (Emer-

gency Amendment)
R14-2-1607. Recovery of Stranded Cost of Affected Utilities
R14-2-1607. Recovery of Stranded Cost of Affected Utilities

(Emergency Amendment)

R14-2-1608. System Benefits Charges
R14-2-1608. System Benefits Charges (Emergency Amendment)
R14-2-1609. Solar Portfolio Standard
R14-2-1609. Solar Portfolio Standard (Emergency Amendment)
R14-2-1610. Transmission and Distribution Access
R14-2-1611. In-state Reciprocity
R14-2-1611. In-state Reciprocity (Emergency Amendment)
R14-2-1612. Rates
R14-2-1612. Rates (Emergency Amendment)
R14-2-1613. Service Quality, Consumer Protection, Safety, and

Billing Requirements
R14-2-1613. Service Quality, Consumer Protection, Safety, and

Billing Requirements (Emergency Amendment)
R14-2-1614. Reporting Requirements
R14-2-1614. Reporting Requirements (Emergency Amendment)
R14-2-1615. Administrative Requirements
R14-2-1615. Administrative Requirements (Emergency Amend-

ment)
R14-2-1616. Separation of Monopoly and Competitive Services
R14-2-1617. Affiliate Transactions
R14-2-1618. Disclosure of Information
June 30, 1999 Page 3 Supp. 99-2
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ARTICLE 1. GENERAL PROVISIONS

R14-2-101. Accident reports
A. Where not otherwise specifically prescribed by rule with

respect to particular classes of public service corporations, all
public service corporations shall report in writing by the end of
the next working day to the Commission all accidents in which
such public service corporations are involved, which result in
death, personal injury to any person necessitating off-site med-
ical attention, or property damage exceeding $5,000.00. For
purposes of this rule, off-site medical attention includes any
medical treatment provided by medical professionals which
requires transportation of the patient by ambulance, or treat-
ment of the patient in an emergency room, or in-patient hospi-
talization. For those accidents in which it is not readily
determinable if the property damage exceeds $5,000.00, the
public service corporation will have an additional two working
days in which to submit its report. Any associated personal
injuries requiring off-site medical attention would still have to
be reported within the initial business day.

B. This report shall state, as accurately as possible, the dollar
amount of the damage. If this amount is not known immedi-
ately, or if investigation discloses a 15% or greater variation
from the amount in this report, a follow-up report shall be sub-
mitted.

C. If such accidents result in death or injury likely to result in
death, a report shall also be made within 24 hours by telegraph
or telephone stating the essential facts.

Historical Note
Former Section R14-2-101 repealed, former Section R14-
2-103 renumbered as Section R14-2-101 without change 
effective March 2, 1982 (Supp. 82-2). Amended effective 

February 3, 1989 (Supp. 89-1).

R14-2-102. Treatment of depreciation
A. The following definitions shall apply in this Section unless the

context otherwise requires:
1. “Accumulated depreciation” means the summation of the

annual provision for depreciation from the time that the
asset is first devoted to public service.

2. “Cost of removal” means the cost of demolishing, dis-
mantling, removing, tearing down, or abandoning of
physical assets, including the cost of transportation and
handling incidental thereto.

3. “Depreciation” means an accounting process which will
permit the recovery of the original cost of an asset less its
net salvage over the service life.

4. “Depreciation rate” means the percentage rate applied to
the original cost of an asset to yield the annual provision
for depreciation.

5. “Net salvage” means the salvage value of property retired
less the cost of removal.

6. “Original cost” means the cost of property at the time it
was first devoted to public service.

7. “Property retired” means assets which have been
removed, sold, abandoned, destroyed, or which for any
cause have been withdrawn from service and books of
account.

8. “Salvage value” means the amount received for assets
retired, less any expenses incurred in selling or preparing
the assets for sale; or if retained, the amount at which the
material recoverable is chargeable to materials and sup-
plies, or other appropriate accounts.

9. “Service life” means the period between the date an asset
is first devoted to public service and the date of its retire-
ment from service.

B. All public service corporations shall maintain adequa
accounts and records related to depreciation practices, sub
to the following:
1. Annual depreciation accruals shall be recorded.
2. A separate reserve for each account or functional acco

shall be maintained.
3. The cost of depreciable plant adjusted for net salva

shall be distributed in a rational and systemic mann
over the estimated service life of such plant.

4. Public service corporations having less than $250,000
annual revenue shall not be required to maintain depre
ation records by separate accounts but shall make ann
composite accruals to accumulated depreciation for to
depreciable plant.

C. Requests for depreciation rate changes and methods for 
mating depreciation rates shall be as follows:
1. If a public service corporation seeks a change in its dep

ciation rates, it shall submit a request for such as part o
rate application in accordance with the requirements 
R14-2-103.

2. A public service corporation may propose any reasona
method for estimating service lives, salvage values, a
cost of removal. The method shall be fully described in
request to change depreciation rates.

3. Data and analyses supporting the change shall be sub
ted, including engineering data and assessment of 
impact and appropriateness of the change for ratemak
purposes.

4. Changed depreciation rates shall not become effec
until the Commission authorizes such changes.

D. Upon the motion of any party or upon its own motion, th
Commission may determine that good cause exists for gra
ing a waiver from one or more of the requirements of this Se
tion.

Historical Note
Former Section R14-2-102 repealed, former Section R14-
2-127 renumbered as Section R14-2-102 without change 
effective March 2, 1982 (Supp. 82-2). Forward to the rule 

corrected as filed April 13, 1973 (Supp. 89-1). Section 
R14-2-102 repealed, new Section adopted effective 

April 9, 1992 (Supp. 92-2).

R14-2-103. Defining Filing Requirements in Support of a
Request by a Public Service Corporation Doing Business in Ari-
zona for a Determination of the Value of Property of the Corpo-
ration and of the Rate of Return Thereon, or in Support of
Proposed Increased Rates or Charges
A. Purpose and definitions

1. Purpose: The purpose of this General Order is to def
the specific financial and statistical information require
to be filed with a request by a public service corporatio
doing business in Arizona for a determination of th
value of the property of the corporation and of the rate
return to be earned thereon, with regard to propos
increased rates or charges. This General Order does
apply to the implementation of previously approve
adjustment or escalation clauses.

2. Applicability of rules: These rules shall apply to all elec
tric, gas, telephone, telegraph, water and private fire p
tection public service corporations under the jurisdictio
of the Commission. These rules are applicable both to
filings made after the effective date of this General Ord
and to any rate proceeding pending on the effective d
of this General Order in which the Commission ha
issued no final decision. These rules are not intended
prohibit utilities from filing additional schedules, exhibits
Supp. 99-2 Page 4 June 30, 1999
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and other documents in which the Commission has issued
no final decision. These rules are not intended to prohibit
utilities from filing additional schedules, exhibits and
other documents which may be material to the rate pro-
ceeding, nor are they intended to prohibit the Commis-
sion from considering such schedules, exhibits or other
documents in making its determination. In pending pro-
ceedings, to the extent that the information required by
this General Order is not included in the public service
corporation’s exhibits or is not otherwise in the record,
such information shall be supplied as soon as possible
unless a waiver is requested and granted pursuant to sub-
section (B)(5).

3. Definitions: Terminology used in this General Order is
defined as follows:
a. “Accounting method” -- the accounting method pre-

scribed or recognized by the Commission.
b. “Commission” -- The Arizona Corporation Com-

mission.
c. “Cost of service” -- The total cost of providing ser-

vice to a defined segment of customers, as deter-
mined by the application of logical and generally
accepted cost analysis and allocation techniques.

d. “Department” -- A responsibility center within a
combination utility where revenues and costs are
accumulated by commodity or service rendered.

e. “Depreciated original cost” -- The cost of property
to the person first devoting it to public service, less
the depreciation reserve, which shall include
accrued depreciation and amortization calculated in
accordance with General Order R14-2-102. Depreci-
ated original cost shall not include any goodwill or
going concern value, nor shall it include certificate
value in excess of payment made or costs incurred in
the initial acquisition thereof.

f. “Exhibit” -- One or more schedules which support a
rate filing or testimony in a rate proceeding.

g. “Filing” -- An application and required schedules,
exhibits or other documents filed by a public service
corporation to initiate any proceeding enumerated in
subsection (A)(1). For all Class A and B utilities and
for Class C electric and gas utilities, the filing shall
include direct testimony in support of the applica-
tion. For Class C water, sewer, and telephone utili-
ties and for all Class D and E utilities, the filing shall
include a written description of the components of
the application. Nothing in this Section shall be con-
strued to prohibit a public service corporation, prior
to making a filing, from giving the Commission
informal pre-filing notice of its intent to make a fil-
ing. Such pre-filing notice would permit the Com-
mission, on a tentative basis, to assign a hearing date

and would permit agreement on an appropriate t
year.

h. “Original cost rate base” -- An amount consisting o
the depreciated original cost, prudently invested, 
the property (exclusive of contributions and/o
advances in aid of construction) at the end of the t
year, used or useful, plus a proper allowance f
working capital and including all applicable pro
forma adjustments.

i. “Pro forma adjustments” -- Adjustments to actua
test year results and balances to obtain a norma
more realistic relationship between revenue
expenses and rate base.

j. “Projected year” -- The year immediately following
the test year.

k. “Projections” -- Estimate of future results of opera
tions based upon known facts or logical assumptio
concerning future events.

l. “Prudently invested” -- Investments which unde
ordinary circumstances would be deemed reasona
and not dishonest or obviously wasteful. All inves
ments shall be presumed to have been pruden
made, and such presumptions may be set aside o
by clear and convincing evidence that such inve
ments were imprudent, when viewed in the light o
all relevant conditions known or which in the exer
cise of reasonable judgment should have be
known, at the time such investments were made.

m. “Rate schedule” -- A schedule of rates and cond
tions for a specific classification of customer or fo
other specific services.

n. “Reconstructed Cost New (RCND) Rate Base” -- A
amount consisting of the depreciated reconstructi
cost new of the property (exclusive of contribution
and/or advances in aid of construction) at the end
the test year, used and useful, plus a proper allo
ance for working capital and including all applicabl
pro forma adjustments. Contributions and advanc
in aid of construction, if recorded in the accounts 
the public service corporation, shall be increased
a reconstruction new basis.

o. “Staff” -- The staff of the Commission or its desig
nated representatives.

p. “Test year” -- The one-year historical period used 
determining rate base, operating income and rate
return. The end of the test year shall be the mo
recent practical date available prior to the filing.

q. “Utilities” -- For purposes of the Section, utilities
are electric, gas, telephone, water, sewer or a
other that may be supplying service and/or commo
ities which in the future may be adjudged a publ
service corporation and under the jurisdiction of th
Commission, are classified as follows:

Annual Operating Revenue

Class A B C D E

Electric & Gas Exceeding 
$5,000,000

$1,000,000 to 
$5,000,000

$250,000 to  
$999,000

$50,000 to 
$249,999

Less than 
$50,000

Water & Sewer Exceeding 
$5,000,000

$1,000,000 to 
$5,000,000

$250,000 to  
$999,000

$50,000 to 
$249,999

Less than 
$50,000

Telephone Exceeding 
$1,000,000

$250,000 to 
$1,000,000

$100,000 to  
$249,000

$25,000 to 
$99,999

Less than 
$25,000
June 30, 1999 Page 5 Supp. 99-2
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Annual operating revenues are those gross utility
operating revenues derived from jurisdictional oper-
ations, including the requested rate relief. A combi-
nation utility is a utility which provides more than
one of the commodities or services enumerated in
this subsection. For combination utilities, the annual
operating revenue, including the requested rate
relief, for the specific subsidiary, department, or
operating division requesting the rate change shall
be used for classification purposes.

r. “Working capital” -- A proper allowance for cash,
materials and supplies and prepayments.

B. Filing requirements:
1. Information required from Class A, B, C and D utilities

except for electric distribution cooperatives whose filing
requirements are detailed in paragraph (3) of this Section:
The information required to be prepared and submitted by
Class A, B, C and D Utilities in conjunction with a filing
is presented below. Corresponding schedule formats are
contained in the Appendix of this General Order and

denoted. These formats are not applicable to Class E u
ities. The Appendix schedule formats A-1 through A-
are a part of this General Order, and the Applican
schedules should conform to these formats. All oth
Appendix schedule formats and descriptions are illust
tive and the applicant’s specific formats may vary fro
that suggested in the Appendix. The substantive inform
tion requested, both on the Appendix schedule and in 
body of this General Order, however, must be contain
on the applicant’s schedules together with the titles a
schedule numbers provided in the Appendix. Speci
information items requested on the Appendix schedu
may be omitted without formal waiver, from the filing
where it is evident that said items are not applicable to 
applicant’s business. The instructions and notes co
tained on the Appendix schedules shall be followe
where applicable. Reconstruction Cost New Depreciat
information not filed by the applicant shall be deeme
waived.

Information
Filing 

Required by
Appendix Schedule 

Reference(s)
A. Summary Information:

1. A summary of the increase in revenue requirements and the spread of the revenue increase 
by customer classification.

All classes A-1

2. A summary of the results of operations for the test year and for the test year and the two 
fiscal years ended prior to the end of the test year, compared with the projected year.

All classes A-2

3 A summary of the capital structure for the test year and the two fiscal years ended prior to 
the end of the test year, compared with the projected year.

Classes A & B A-3

4. Construction expenditures and gross utility plant in service for the test year and the two 
fiscal years ended prior to the end of the test year, compared with the projected year.

All classes A-4

5. A summary of changes in financial position for the test year and the two fiscal years ended 
prior to the end of the test year, compared with the projected year.

Classes A & B A-5

B. Rate Base Information:
1. A schedule showing the elements of original cost and RCND rate bases. All classes B-1
2. A schedule listing pro forma adjustments to gross plant in service and accumulated depre-

ciation for the original cost rate base.
All classes B-2

3. A schedule showing pro forma adjustments to gross plant in service and accumulated 
depreciation for the RCND rate base.

All classes B-3

4. A schedule demonstrating the determination of reproduction cost new less depreciation at 
the end of the test period.

All classes B-4

5. A schedule showing the computation of working capital allowance. All classes B-5
C. Test Year Income Statements:

1. A test year income statement, with pro form adjustments. All classes C-1
2. A schedule showing the detail of all pro forma adjustments. All classes C-2
3. A schedule showing the incremental taxes and other expenses on gross revenues and the 

computation of an incremental gross revenue conversion factor.
All classes C-3

D. Cost of Capital Information:
1. A schedule summarizing the elements in the capital structure at the end of the test year and 

the projected year, their related costs and the computation of the total cost of capital.
All classes D-1

2. A schedule showing the detail of long-term and short-term debt at the end of the test year 
and the projected year and their total cost.

Classes A & B D-2

3. A schedule showing the detail of preferred stock at the end of the test year and the pro-
jected year, and their total cost.

Classes A & B D-3

4. A schedule summarizing conclusions of the required return on the common equity as of 
the end of the test year and the projected year.

Classes A & B D-4

E. Financial Statements and Statistical Data:
1. Comparative balance sheets for the end of the test year and the two fiscal years ended 

prior to the end of the test year.
All classes E-1

2. Comparative income statements for the test year and the two  fiscal years ended prior to 
the end of the test year.

All classes E-2

3. Comparative statements of changes in financial position for the test year and the two fiscal 
years ended prior to the end of the test year.

Classes A & B E-3

4. Statements of changes in stockholder’s equity for the test year and the two fiscal years 
ended prior to the end of the test year.

Classes A & B E-4

5. A comparative schedule showing by detail account number, utility plant balances at the 
end of the test year and the end of prior fiscal year.

All classes E-5
Supp. 99-2 Page 6 June 30, 1999
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2. Information required from Class E Utilities: The informa-
tion required to be prepared and submitted by a Class E
Utility in support of a filing is as follows:
a. A statement of income for the test year similar in

format to Schedule C-1 or E-2.
b. A balance sheet as of the end of the test year similar

in format to Schedule E-1.
c. Utility plant account balances at the end of the test

year similar in format to Schedule E-5.
d. An estimate of new investment in utility plant to be

added in the projected year.
e. A schedule of current rates and proposed rates and

the additional revenues to be derived from the pro-
posed rates.

The appendix schedules shall be used as guides in pre-
senting the information specified in this paragraph.

3. Information required from distribution electric coopera-
tives: The information to be prepared and submitted in
support of a filing is as follows:
a. Rural Electrification Association (REA) Form 7

(pages 1 and 2, revised 10-86; pages 3 through 7,
revised 12-83), prepared in accordance with
“Instructions for the Preparation of the Financial an
Statistical Report, REA Form 7” and REA Bulletin
181-1 “Uniform System of Accounts prescribed fo
electric borrowers of the Rural Electrification
Administration”, dated January 1, 1978, all of whic
are incorporated by reference and on file in th
Office of the Secretary of State and the most rece
audit report for the last fiscal year information con
tained in Form 7.

b. If a distribution electric cooperative wishes to hav
the Reconstruction Cost New value of its utility
plant considered in the determination of its Fa

6. Comparative departmental statements of operating income for the test year and the two 
fiscal years ended prior to the end of the test year.

 All classes of 
combination utilities

E-6

7. Comparative operating statistics on customers, consumption, revenues, and expenses for 
the test year and the two fiscal years ended prior to the end of the test year.

All classes E-7

8. A comparative schedule of all significant taxes charged to operations for the test year and 
the two fiscal years ended prior to the end of the test year.

All classes
except Class D

E-8

9. Audited financial statements, if available, for the test year and the two fiscal years ended 
prior to the end of the test year. If the financial statements have not been audited, notes to 
the financial statements should be provided to indicate accounting method, depreciation 
lives and methods, income tax treatment and other important disclosures.

All classes E-9

F. Projections and Forecasts:
1. A projected income statement for the projected year compared with actual test year 

results, at present rates and proposed rates.
All classes F-1

2. Projected changes in financial position for the projected year compared with the test year, 
at present rates and proposed rates.

Classes A & B F-1

3. Projected annual construction requirements, by property classification, for one to three 
years subsequent to the test year, compared with the test year.

Classes A & B  
3 years

Classes C & D
1 year

F-3

4. Important assumptions used in preparing forecasts and projections. All classes F-4
G. Cost of Service Information

A utility shall submit cost of service analyses and studies if all of the following conditions prevail:
1. The utility is in a segment of the utility industry that recognizes cost of service studies as important tools for rate design.
2. Costs incurred by the utility are likely to vary significantly from one defined segment of customers to another.
A historical accounting period other than the test year may be used for cost of service purposes provided that customer mix in the historical period used
is representative of the test year. When a cost of service analysis is required, the following information shall be submitted:
1. Schedule showing rates of return by customer classification at present and proposed rates. Classes A, B and C

if applicable
G-1
G-2

2. Schedules showing the approach used in allocating or assigning plant and expenses to 
classes of service and defined functions.

Classes A, B and C
if applicable

G-3
G-4
G-5
G-6

3. Schedules showing the development of all allocation factors used in the all allocation fac-
tors used in the cost of service study.

Classes A, B and C
if applicable

G-7

H. Effect of Proposed Rate Schedules:
1. A comparison of revenues by customer classification or other classification of revenues 

for the test year, at present and proposed rates.
All classes H-1

2. A comparison of revenues by class of service and by rate schedule for the test year, at 
present and proposed rates.

Classes A & B H-2

3. A comparison of present and proposed rate schedules or representative rate schedules. Class A
representative schedules;

Classes B, C and D - 
all schedules

H-3

4. Typical bill analysis All classes H-4
5. Bill count All classes H-5

Information
Filing 

Required by
Appendix Schedule 

Reference(s)
June 30, 1999 Page 7 Supp. 99-2
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Value, the cooperative shall, in addition, submit a
schedule similar to Part E of REA Form 7, substitut-
ing appropriate Reconstruction Cost New informa-
tion for Original Cost information required by Part
E.

c. A bill count for each rate schedule in the format of
Schedule H-5.

d. A schedule comparing revenues by customer classi-
fication for the test year, at present and proposed
rates, in the format of Schedule H-1.

e. A schedule listing long-term debt obligations.
f. A schedule of times interest earned ratios (TIER) for

each month of the test year, the prior year, and one
projected year in the following format:

Test YearPriorProjected
Ending Year Year

January
February
March
April
May
June
July
August
September
October
November
December

g. Nothing in this rule shall be construed to prevent a
distribution electric cooperative from filing any
additional schedules which it may wish to have con-
sidered by the Commission. If applicable, formats
suggested in the Appendix schedule formats should
be used.

4. Separation of nonjurisdictional properties, revenues and
expenses associated with the rendition of utility service
not subject to the jurisdiction of the Commission must be
identified and properly separated in a recognized manner
when appropriate. In addition, all nonutility properties,
revenues and expenses shall likewise be segregated. If
nonutility operations are significant, appropriate alloca-
tions of capital should be made.

5. Additional information: The Commission may request
that supplementary information in addition to that specif-
ically required in subsection (B)(1) and (2) of this Gen-
eral Order be submitted by a utility either prior to or after
a filing.

6. Waiver of requirements: Either prior to the filing or
within 15 days from the date thereof, the Commission,
after determining the existence of reasonable cause, by
order may waive compliance with any or all of the
requirements of this General Order. Such Waiver will be
granted only upon written petition to the Commission. In
said petition, the utility must demonstrate that the
requirements sought to be waived are either not applica-
ble to the rate matter which is the subject of the filing or
that compliance therewith would place an undue burden
on the utility.

7. Notice of sufficiency of a utility’s filing: The staff will
review each filing to ascertain whether it is in compliance
with the provisions of this Section, including the instruc-
tions contained in paragraph (9) of this subsection or in
forms prescribed by the Commission. Within 30 days
after receipt of the utility’s filing, the staff shall file with
Docket Control and serve on the utility a notice that the
filing either is in compliance with the Commission’s

requirements or is deficient. A notice of deficiency mu
include an explanation of the defect found. If the sta
fails to file any notice within the 30-day period, the util
ity’s filing shall be deemed accepted as of the 31st day

8. Production of out-of-state books and records: A utili
shall produce or deliver in this state all or any of its fo
mal accounting records and related documents reques
by the Commission. It may, at its option, provide verifie
copies of original records and documents.

9. General filing instructions: In preparing the informatio
specified in subsection (B)(1) and (2) of this Gener
Order, the following instructions are applicable:
a. All schedules shall be mathematically correct an

properly cross-referenced. The applicant shall asc
tain that adequate detail has been provided 
explain and support all significant items an
amounts.

b. Amounts may be rounded, where appropriate, to t
nearest thousand dollars for Class A utilities, to th
nearest hundred dollars for Class B and C utilitie
and to the nearest dollar for Class D and E utilities

c. Except for Class E utilities, all schedules shall b
numbered as provided in the Appendix. Schedul
prepared by all classes of utilities shall contain 
date -- generally the preparation date or the filin
date.

d. Headings on schedules shall clearly indicate t
nature and intent of the schedule and the dates
time periods covered.

At the date of filing, a minimum of ten complete sets o
the applicant’s schedules and exhibits shall be provid
to the Commission.

10. Staff assistance in preparing a filing: The staff will, co
sistent with other workload requirements, be available
provide assistance to an applicant in preparing a filing.

11. Timing of Commission action on a filing:
a. For all Class A and B utilities and for Class C ele

tric and gas utilities, the Hearing Officer shall issu
a procedural schedule in the rate case within 30 da
from the date that a filing is accepted pursuant 
paragraph (7) of this subsection.

b. Unless otherwise ordered by the Commission, t
staff shall file its Staff Report and/or testimony
within the following number of days from the date
that a filing is accepted pursuant to paragraph (7)
this subsection:
i. For Class A utilities, within 180 days.
ii. For Class B utilities, within 180 days.
iii. For Class C utilities, within 135 days.
iv. For Class D utilities, within 75 days.
v. For Class E utilities, within 60 days.

c. For all Class A utilities, the Hearing Officer sha
issue a recommended order in the rate case at le
20 days prior to the last regularly scheduled op
meeting in the time period calculated pursuant 
subparagraph (d) of this paragraph. For all other u
ities, the Hearing Officer shall issue a recommend
order at least ten days prior to the last regular
scheduled open meeting in the time period calc
lated pursuant to subparagraph (d) of this paragra

d. The Commission shall issue a final order that d
poses of all issues involved in all parts or phases
the proceeding within the following number of day
from the date that a filing is accepted pursuant 
paragraph (7) of this subsection:
i. For Class A utilities, within 360 days.
Supp. 99-2 Page 8 June 30, 1999
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ii. For Class B utilities, within 360 days.
iii. For Class C utilities, within 270 days.
iv. For Class D utilities, within 180 days.
v. For Class E utilities, within 120 days.

e. Upon motion of any party to the matter or on its own
motion, the Commission or the Hearing Officer may
determine that the time periods prescribed by sub-
paragraph (d) of this paragraph should be extended
or begin again due to:
i. Any amendment to a filing which changes the

amount sought by the utility or substantially
alters the facts used as a basis for the requested
change in rates or charges; or

ii. An extraordinary event, not otherwise provided
for by this subsection.

f. If a hearing is conducted to evaluate a filing, the
time periods prescribed by subparagraph (a) of this
paragraph shall be extended three days for each one
day of actual hearing on the merits of the filing.

g. The time periods prescribed by subparagraph (a) of
this paragraph shall not be applicable to any filing
submitted by a utility which has more than one rate
application before the Commission at the same time.

h. In the event no final order has been issued within the
time periods specified in this paragraph, the utility
may request any time thereafter that the Commission
schedule a hearing to consider putting new rates or
charges into effect, on an interim basis subject to
refund, for all consumption thereafter. To put such
rates or charges into effect, the utility would be
required to file a bond to be approved by the Com-
mission payable to the state of Arizona in such
amount and with sufficient security to insure prompt
payment of any refunds to the persons entitled
thereto, including an interest rate as determined by
the Commission not to exceed the maximum interest
otherwise allowable by law, if the rates or charges so
put into effect are finally determined by the Com-
mission to be excessive. The utility may substitute
for the bond other arrangements satisfactory to the
Commission for the protection of the parties
involved. The Commission shall issue a final order
on a request for interim rates within 60 days plus the
number of interim hearing days from the filing date
of the request.
June 30, 1999 Page 9 Supp. 99-2
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ARIZONA CORPORATION COMMISSION

REGULATION R14-2-103

RATE APPLICATION FILING REQUIREMENTS

APPENDIX

ARIZONA CORPORATION COMMISSION

REGULATION R14-2-103

APPENDIX

INDEX OF SCHEDULES

Schedule No.                                                                                                            Title                                                                                                                Filing Required By

A. Summary Schedules

A-1 Computation of Increase in Gross Revenue Requirements All classes

A-2 Summary Results of Operations All classes

A-3 Summary of Capital Structure Classes A & B

A-4 Construction Expenditures and Gross Utility Plant in Service All classes

A-5 Summary Changes in Financial Position Classes A & B

B. Rate Base Schedules

B-1 Summary of Original Cost and RCND Rate Base Elements All classes

B-2 Original Cost Rate Base Pro forma Adjustments All classes

B-3 RCND Rate Base Pro forma Adjustments All classes

B-4 RCND by Major Plant Accounts All classes

B-5 Computation of Working Capital All classes

C. Test Year Income Statements

C-1 Adjusted Test Year Income Statement All classes

C-2 Income Statement Pro forma Adjustments All classes

C-3 Computation of Gross Revenue Conversion Factor All classes

D. Cost of Capital

D-1 Summary Cost of Capital All classes

D-2 Cost of Long Term and Short Term Debt Classes A & B

D-3 Cost of Preferred Stock Classes A & B

D-4 Cost of Common Equity Classes A & B

E. Financial Statements and Statistical Schedules

E-1 Comparative Balance Sheets All classes

E-2 Comparative Income Statements All classes

E-3 Comparative Statement of Changes in Financial Position Classes A & B

E-4 Statement of Changes in Stockholders’ Equity Classes A & B

E-5 Detail of Utility Plant Classes A & B

E-6 Comparative Departmental Operating Income Statements All classes of 
combination utilities

E-7 Operating Statistics All classes

E-8 Taxes Charged to Operations Classes, A, B & C

E-9 Notes to Financial Statements All classes
Supp. 99-2 Page 10 June 30, 1999
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ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX

INDEX OF SCHEDULES
(Continued)

Schedule No. Title Filing Required By

F. Projections and Forecasts

F-1 Projected Income Statements - Present and Proposed Rates All classes

F-2 Projected Charges in Financial Position - Present and Proposed Rates Classes A & B

F-3 Projected Construction Requirements Classes A & B - (3 years)
Classes C & D - (1 year)

F-4 Assumptions Used in Developing Projections All classes

G. Cost of Service Analyses

G-1 Cost of Service Summary - Present Rates Special requirement

G-2 Cost of Service Summary - Proposed Rates Special requirement

G-3 Rate Base Allocation to Classes of Service Special requirement

G-4 Expense Allocation to Classes of Service Special requirement

G-5 Distribution of Rate Base by Function Special requirement

G-6 Distribution of Expenses by Function Special requirement

G-7 Development of Allocation Factors Special requirement

H. Effect of Proposed Tariff Schedules

H-1 Summary of Revenues by Customer Classification - Present 
and Proposed Rates

All classes

H-2 Analysis of Revenues by Detailed Class of Service - Present 
and Proposed Rates Classes

Classes A & B

H-3 Changes in Representative Rate Schedules Class A, representative
schedules; Classes B, C, 
& D all schedules

H-4 Typical Bill Analysis All classes

H-5 Bill Count All classes
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ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX A.
SUMMARY SCHEDULES

  Original Cost RCND
1. Adjusted Rate Base $ _____________ (a) $ ______________ (a)
2. Adjusted Operating Income $ _____________ (b) $ ______________ (b)
3. Current Rate of Return _______________ %              ________________ %
4. Required Operating Income $ ______________             $ ______________
5. Required Rate of Return _______________ %           

________________ %

6. Operating Income Deficiency (4 - 2) $______________
7. Gross Revenue Conversion Factor _____________(c)
8. Increase in Gross Revenue Requirements (6 x 7) $______________

Customer Classification Projected Revenue Increase Due to Rates % Dollar Increase
Residential $ %

 (d)

_______________ ______________
$______________ ______________ %

Note:  For combination utilities, the above information should be presented in total and by department.

Supporting Schedules:
(a) B-1 (c) C-3

(b) C-1 (d) H-1

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

Schedule:                 A-1             

Title: Computation of Increase in Gross
Revenue Requirements.

Explanation:
Schedule showing computation of increase in 

gross revenue requirements and spread of revenue
increase by customer classification.

Required For:

              All Utilities      x        Special Reqmt.
              Class A    
              Class B 
              Class C
              Class D
Supp. 99-2 Page 12 June 30, 1999
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Projected Year
Prior Years Test Year Present   Proposed

Y/E __  Y/E __ Actual AdjustedRates Rates
                   Description                    (a)               (a)        (a)              (b)      (c)      (c)   
1. Gross Revenues 
2. Revenue Deductions & 

Operating Expenses ______ ______ ____________ ______  ______
3. Operating Income $_____ $_____ $_____$_____ $_____ $_____
4. Other Income and Deductions
5. Interest Expense ______ ______ ______ ______ ____________
6. Net Income $_____ $_____ $_____ $_____ $_____ $_____
7. Earned Per Average Common

Share*
8. Dividends Per Common Share*
9. Payout Ratio*
10. Return on Average Invested

Capital
11. Return on Year End Capital
12. Return on Average Common

Equity
13. Return on Year End Common

Equity
14. Times Bond Interest Earned -

Before Income Taxes
15. Times Total Interest and

Preferred Dividends Earned -
After Income Taxes

Supporting Schedules: *Optional for projected year
(a) E-2
(b) C-1
(c) F-1

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

Schedule:                 A-2            

Title: Summary Results of Operations
    

Explanation:
Schedule showing comparative operating results for the

test year and the two fiscal years ended prior to the end of
the test year, compared with the projected year.

Required For:

              All Utilities         x       Special Reqmt.
              Class A
              Class B
              Class C
              Class D
June 30, 1999 Page 13 Supp. 99-2



Title 14, Ch. 2 Arizona Administrative Code

Corporation Commission - Fixed Utilities
Prior Years Test Year  Projected Year
             Description                     At         (a) At         (a) At         (a)At         (c)
1. Short-Term Debt

2. Long-Term Debt

3. TOTAL DEBT$______ $______ $_______ $_______

4. Preferred Stock

5. Common Equity _______ _______ ________ ________

6. Total Capital $______ $______ $_______ $_______

Capitalization Ratios:
7. Short-Term Debt

8. Long-Term Debt

9. TOTAL DEBT______% ______% _______% _______%

10. Preferred Stock

11. Common Equity _______ _______ ________ ________
  100%      100%     100%      100%   

12. Weighted Cost of Short-
Term Debt _______% _______% _______% _______%

13. Weighted Cost of long-
Term Debt _______% _______% _______% _______%

14. Weighted Cost of Senior
Capitol _______% _______% _______% _______%

Supporting Schedules:
(a) E-1
(b) D-1

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

Schedule:                 A-3            

Title: Summary of Capital Structure
    

Explanation:
Schedule showing comparative capital structures for the last
three historical years, including the test year, and the pro-
jected year.

Required For:

                All Utilities                     Special Reqmt.
              Class A                x
              Class B                x
              Class C
              Class D
Supp. 99-2 Page 14 June 30, 1999



Arizona Administrative Code  Title 14, Ch. 2

Corporation Commission - Fixed Utilities
Construction Net Plant Placed  Gross Utility
Expenditures In ServicePlant In Service

                       Year                               (a)            (b)                                
1. 19 ____ $ $ $

2. 19 ____

3. Test Year

4. Projected Year

5. Projected              *

6. Projected             *

* Required only for Class A and B Utilities

NOTE:  For combination utilities, above information should be presented in total and by department.

Supporting Schedules:
(a) F-3
(b) E-5

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

Schedule:                 A-4            

Title:  Construction Expenditures and Gross
Utility Plant in Service

Explanation:
Schedule showing construction expenditures, plant

placed in service and gross utility plant in service for the test
year and the two fiscal years ended prior to the end of the
test year, compared with the projected year.

Required For:

              All Utilities      x        Special Reqmt.
              Class A    
              Class B 
              Class C
              Class D
June 30, 1999 Page 15 Supp. 99-2



Title 14, Ch. 2 Arizona Administrative Code

Corporation Commission - Fixed Utilities
Test Projected
Year Present Proposed

Prior Years (a) (a)   Rates Rates
                       Description                   Y/E ______ Y/E ______Y/E ______   (b)      (b)   

Sources of Funds:
1. Operations $ $ $ $ $

2. Outside Financing _________ _________________________ ________

3. Total Funds Provided $________ $________$________$_______ $_______

Application of Funds:
4. Construction Expenditures $________ $________$________$_______ $_______

5. Other _________ _________________________ ________

6. Total Funds Applied$________ $________ $________$_______ $_______

Supporting Schedules:
(a) E-3
(b) F-2

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

Schedule:                 A-5            

Title:  Summary Changes In Financial 
Position

Explanation:
Schedule showing sources and application of funds in

summary format.

Required For:

                All Utilities                     Special Reqmt.
              Class A                x
              Class B                x
              Class C
              Class D
Supp. 99-2 Page 16 June 30, 1999



Arizona Administrative Code  Title 14, Ch. 2

Corporation Commission - Fixed Utilities
ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX B
RATE BASE SCHEDULES

Original Cost RCND         
Rate Rate
          Base*           Base*      

1. Gross Utility Plant in Service$ $   

2. Less:  Accumulated Depreciation  ___________ ___________

3. Net Utility Plant in Service $ (a) $ (b)

Less:

4. Customers’ Advances for Construction (c) (c)

5. Contributions in Aid of Construction __________(c) __________ (c)

Add:

6. Allowance for Working Capital (d) (d)

__________ __________

7. Total Rate Base $ _________(e) $ _________(e)
* Including pro forma adjustments __________ __________

Note:  For combination utilities, above information should be presented in total and by department.

Supporting Schedules: Recap Schedules:
(a) B-2 (d) B-5 (e) A-1
(b) B-3
(c) E-1

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

Schedule:                 B-1            

Title:  Summary of Original Cost and RCND
                            Base Elements

Explanation:
Schedule showing elements of adjusted original cost

and RCND rate bases.

Required For:

              All Utilities      x        Special Reqmt.
              Class A 
              Class B 
              Class C
              Class D
June 30, 1999 Page 17 Supp. 99-2



Title 14, Ch. 2 Arizona Administrative Code

Corporation Commission - Fixed Utilities
Actual Adjusted       
at End of at End of
Test Year Pro forma Adjustments Test Year
      (a)         A       B        Z         (b)    

1. Gross Utility Plant in Service $ $ $ $ $

2. Less:  Accumulated Depreciation  _______ ______   ______ ______  _______

3. Net Utility Plant in Service $ ______ $ ______ $ ______ $______ $ ______

All pro forma adjustments should be adequately explained on this schedule or on attachments hereto.

Note:  For combination utilities, above information should be presented in total and by department.

Supporting Schedules: Recap Schedules:
(a) E-1 (b) B-1

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

Schedule:                 B-2            

Title:  Original Cost Rate Base Pro forma
Adjustments

Explanation:
Schedule showing pro forma adjustments to gross plant

in service and accumulated depreciation for the original cost
rate base.

Required For:

              All Utilities      x        Special Reqmt.
              Class A    
              Class B 
              Class C
              Class D
Supp. 99-2 Page 18 June 30, 1999



Arizona Administrative Code  Title 14, Ch. 2

Corporation Commission - Fixed Utilities
Actual Adjusted       
at End of at End of
Test Year Pro forma Adjustments Test Year
     (a)          A            B          Z         (b)      

1. Gross Utility Plant in Service $ $ $ $ $

2. Less:  Accumulated Depreciation _______ _______ _______ _______  _______

3. Net Utility Plant in Service $ ______ $ ______ $ ______ $ ______ $ ______

All pro forma adjustments should be adequately explained on this schedule or on attachments hereto.

Note:  For combination utilities, above information should be presented in total and by department.

Supporting Schedules: Recap Schedules:
(a) B-4 (b)   B-1

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

Schedule:                 B-3            

Title:  RCND Rate Base Pro forma
Adjustments

Explanation:
Schedule showing pro forma adjustments to gross plant

in service and accumulated depreciation for the RCN rate
base.

Required For:

              All Utilities      x        Special Reqmt.
              Class A    
              Class B 
              Class C
              Class D
June 30, 1999 Page 19 Supp. 99-2



Title 14, Ch. 2 Arizona Administrative Code

Corporation Commission - Fixed Utilities
Plant Condition       
Account Description RCN Percent RCND

______________ _______
Total (a) ______________ _______

Note:  For combination utilities, above information should be presented in total and by department.

Supporting Schedules: Recap Schedules:
RCND Study a) B-3

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

Schedule:                 B-4            

Title:   RCND by Major Plant Accounts

Explanation:
Schedule showing the determination of Reproduction

Cost New Less Depreciation at end of Test Period.

Required For:

              All Utilities      x        Special Reqmt.
              Class A    
              Class B 
              Class C
              Class D
Supp. 99-2 Page 20 June 30, 1999



Arizona Administrative Code  Title 14, Ch. 2

Corporation Commission - Fixed Utilities
Amount  

1. Cash working capital $

2. Materials and Supplies Inventories (a)

3. Prepayments _______(a)

4. Total Working Capital Allowance $ ______(b)

NOTES:
1. Adequate detail should be provided to determine the bases for the above computations.

2. Adjusted test year operating expenses should be used in computing cash working capital requirements.

3. Combination utilities should compute working capital allowances for each department.

Supporting Schedules: Recap Schedules:
(a) E-1 b) B-1

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

Schedule:                 B-5            

Title:   Computation of Working Capital

Explanation:
Schedule showing computation of working capital

allowance.

Required For:

              All Utilities      x        Special Reqmt.
              Class A    
              Class B 
              Class C
              Class D
June 30, 1999 Page 21 Supp. 99-2



Title 14, Ch. 2 Arizona Administrative Code

Corporation Commission - Fixed Utilities
ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX C.
TEST YEAR INCOME STATEMENTS

(a) Test Year
Actual Results

For The After
Test Year Pro forma Pro forma

        Description      Ended Adjustments Adjustments
Revenues: $ $ $

Expenses:

Operating Income _________ ________ _________
$ _______ $ _______ $ _______ (c)

Net Income _________ _________ ________
$ _______ $ _______ $ _______ 

Note:  For combination utilities, above information should be presented in total and by department.

Supporting Schedules: Recap Schedules:
(a) E-2 (c) A-1
(b) C-2

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

Schedule:             C-1            

Title: Adjusted Test Year Income Statement                             

Explanation:
Schedule showing statement of income for the test year,

including pro forma adjustments.

Required For:

              All Utilities      x        Special Reqmt.
              Class A    
              Class B 
              Class C
              Class D
Supp. 99-2 Page 22 June 30, 1999



Arizona Administrative Code  Title 14, Ch. 2

Corporation Commission - Fixed Utilities
Total (a)
       Description             A               B                Z         Adjustments
Revenues: $ $ $ $

Expenses:

Operating Income

Net Income

Note:  All pro forma adjustments should be adequately explained on this schedule or on attachments thereto.

Supporting Schedules: Recap Schedules:
(a) C-1

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

 Schedule:             C-2            

Title: Income Statement Pro forma
Adjustments

Explanation:
Schedule itemizing pro forma adjustments to the test

year income statement.

Required For:

              All Utilities      x        Special Reqmt.
              Class A    
              Class B 
              Class C
              Class D
June 30, 1999 Page 23 Supp. 99-2



Title 14, Ch. 2 Arizona Administrative Code

Corporation Commission - Fixed Utilities
Percentage of
Incremental

            Description              Gross Revenues
Federal Income Taxes %

State Income Taxes

Other Taxes and Expenses:  (Specify):

___________

Total Tax Percentage ___________%

Operating Income % = 100% - Tax Percentage

        1                          =         Gross Revenue Conversion Factor
Operating Income %

Note:  All tax percentages shall include the effect of other taxes upon the incremental rate.  The applicant may use other formulas in
          developing the conversion factor.

Supporting Schedules: Recap Schedules:
A-1

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

Schedule:             C-3            

Title: Computation of Gross Revenue
Conversion Factor

Explanation:
Schedule showing incremental taxes on gross revenues

and the development of a gross revenue conversion factor.

Required For:

              All Utilities      x        Special Reqmt.
              Class A    
              Class B 
              Class C
              Class D
Supp. 99-2 Page 24 June 30, 1999



Arizona Administrative Code  Title 14, Ch. 2

Corporation Commission - Fixed Utilities
ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX D.
COST OF CAPITAL

    End of Test Year       End of Projected Year   

Cost Com- Cost Com-
Rate posite Rate posite

   Invested Capital     Amount      %        (e)   Cost Amount       %        (e)          Cost  
Long-Term Debt (a) $ % % $  % %

Preferred Stock (b)

Common Equity (c)

Short Term Debt (a)

Deferrals (d) ______  ______    -0-   ______ ______ ______   -0-  ______

$ _____       100%                %          % $ _____  100%        %        %
______ ______ _____ _____ ______ _____ _____ _____

Supporting Schedules: Recap Schedules:
(a) D-2 (e) A-3
(b) D-3
(c) D-4
(d) E-1

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

 Schedule:            D-1            

Title: Summary Cost of Capital
                          

Explanation:
Schedule showing elements of capital structure 

and the related cost.

Required For:

              All Utilities      x        Special Reqmt.
              Class A    
              Class B 
              Class C
              Class D
June 30, 1999 Page 25 Supp. 99-2



Title 14, Ch. 2 Arizona Administrative Code

Corporation Commission - Fixed Utilities
   End of Test Year   End of Projected Year   
Annual Annual

   Description of Debt   Outstanding Interest Outstanding Interest*
Long-Term: $ $ $ $

_______ _______ _______ _______

Total Long-Term (a) $______ (b) $______ $______ $______

Cost Rate (a) ______ % ______ %

Short Term: $ $ $ $

_______ _______ _______  _______

Total Short-Term (a) $______ (b) $______ $______ $______

Cost Rate (a) ______ % ______ %

* Including amortization of discount, premium and expense.
Supporting Schedules: Recap Schedules:
(b) E-1 (a)  D-1

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

Schedule:             D-2            

Title: Cost of Long-Term and Short-Term
Debt

Explanation:
Schedule showing computation of cost of long and

short term debt.

Required For:

              All Utilities                     Special Reqmt.
              Class A                x
              Class B                x
              Class C
              Class D
Supp. 99-2 Page 26 June 30, 1999



Arizona Administrative Code  Title 14, Ch. 2

Corporation Commission - Fixed Utilities
          End of Test Year           End of Projected Year         
Shares Dividend Shares Dividend

       Description of Issue Outstanding Amount Requirement Outstanding Amount Requirement
$ $ $ $

______ ______ ______ ______ ______ ______

Total (a) ______ $ _____ (b) $ _____ $ ______ $ ______

Cost Rate (a) ______ % ______ %

Supporting Schedules: Recap Schedules:
(b) E-1 (a) D-1

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

Schedule:             D-3            

Title:  Cost of Preferred Stock
                             

Explanation:
Schedule showing computation of cost of 

preferred stock.

Required For:

                All Utilities                     Special Reqmt.
              Class A                x
              Class B                x
              Class C
              Class D
June 30, 1999 Page 27 Supp. 99-2



Title 14, Ch. 2 Arizona Administrative Code

Corporation Commission - Fixed Utilities
Supporting Schedules: Recap Schedules:
Special Studies (D-1)

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

Schedule:             D-4            

Title: Cost of Common Equity
                             

Explanation:
Schedule summarizing conclusions on the required rate

of return on common equity as of the end of the test year and
the projected year or exhibits in support thereof.

Required For:

                All Utilities                     Special Reqmt.
              Class A               x
              Class B               x
              Class C
              Class D
Supp. 99-2 Page 28 June 30, 1999



Arizona Administrative Code  Title 14, Ch. 2

Corporation Commission - Fixed Utilities
ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX E.
FINANCIAL STATEMENTS AND STATISTICAL SCHEDULES

Test Year Prior Year Prior Year
ASSETS At ______ At ______ At ______

Property, plant & equipment: (a) $ $ $

Current Assets:

_______ _______ _______
$ ______ $ ______ $ ______
_______ _______ _______

LIABILITIES and STOCKHOLDERS’ EQUITY
Capitalization: (b) $ $ $ 

Current Liabilities:

_______ _______ _______
$ ______ $ ______ $ ______
_______ _______ _______

Supporting Schedules: Recap Schedules:
(a) E-5 (b) A-3

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

Schedule:            E-1            

Title: Comparative Balance Sheet
                             

Explanation:
Schedule showing comparative balance sheets at the

end of the test year and the two fiscal years ended prior to
the test year.

Required For:

              All Utilities      x        Special Reqmt.
              Class A    
              Class B 
              Class C
              Class D
June 30, 1999 Page 29 Supp. 99-2



Title 14, Ch. 2 Arizona Administrative Code

Corporation Commission - Fixed Utilities
Test Year Test Year Test Year
Ended______ Ended______ Ended______

Revenues: (a) $ $ $

Operating Expenses: (a)

Current Assets:
_______ _______ _______

Operating Income (a) $ $ $
_______ _______ _______

Other income and deductions:

Interest

Net Income _______ _______ _______
$ ______ $ ______ $ ______

_______ _______ _______

Preferred Dividends _______ _______ _______

Earnings Available for Common Stock _______ _______ _______

Earnings Per Share of Average Common
Stock Outstanding _______ _______ _______

Supporting Schedules: Recap Schedules:
(a) E-6 A-2

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

Schedule:            E-2            

Title: Comparative Income Statements
                             

Explanation:
Schedule showing comparative income statements for

the test year and the two fiscal years ended prior to the test
year.

Required For:

              All Utilities      x        Special Reqmt.
              Class A    
              Class B 
              Class C
              Class D
Supp. 99-2 Page 30 June 30, 1999



Arizona Administrative Code  Title 14, Ch. 2

Corporation Commission - Fixed Utilities
Test Year Test Year Test Year
Ended______ Ended______ Ended______

Source of Funds $ $ $
From Operations:

Financing:

Total Funds Provided _______ _______ _______
$_______ $_______ $_______
_______ _______ _______

Application of Funds: $ $ $
Construction Expenditures

Dividends

Other Items:

_______ _______ _______
$ ______ $ ______ $ ______

Supporting Schedules: Recap Schedules:
A-5

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

Schedule:            E-3            

Title: Comparative Statement of Changes
in Financial Position

                             

Explanation:
Schedule showing comparative changes in financial

position for the test year and the two years ended prior to the
test year.

Required For:

                All Utilities                     Special Reqmt.
              Class A                x
              Class B                x
              Class C
              Class D
June 30, 1999 Page 31 Supp. 99-2



Title 14, Ch. 2 Arizona Administrative Code

Corporation Commission - Fixed Utilities
ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

Schedule:            E-4           

Title: Statement of Change in Stockholders’
Equity

                             

Explanation:
Schedule showing changes in stockholders’ equity for

the test year and the two years ended prior to the test year.

Required For:

Preferred 
Shares

Stock
Amount

Common
Shares

Stock
Amount

Additional
Paid-In
Capital

Retained
Earnings

Balance, Jan. 1, 19 ___ $ $ $ $

Net Earnings

Cash Dividends-Preferred

Cash Dividends-Common

Preferred Stock Issued:

Common Stock Issued: ______ ______
$

______ ______
$

______
$

______
$

Balance, Dec. 31, 19 ___ ______ $ ______ ______ $ ______ $ ______ $ ______

Balance, Dec. 31, 19 ___ ______ $ ______ ______ $ ______ $ ______ $ ______

Balance, Dec. 31, 19 ___
(End of Test Year)

______ $ ______ ______ $ ______ $ ______ $ ______

Supporting Schedules: Recap Schedules:

                All Utilities                     Special Reqmt.
              Class A                x
              Class B                x
              Class C
              Class D
Supp. 99-2 Page 32 June 30, 1999



Arizona Administrative Code  Title 14, Ch. 2

Corporation Commission - Fixed Utilities
End of Test End of Prior
Account Year  Net Year
Number Description At          Additions At              

Production Plant-Steam:

XXX Land & Land Rights $ $ $

XXX Structures and Improvements

Total Plant in Service ______ ______ ______
$

Accumulated Depreciation ______ ______ ______
$ $ $

Net Plant in Service $ $ $

Construction Work In Progress ______ ______ ______

Total Net Plant $ _____ $ _____ $ _____

Note: For combination utilities, the above information should be presented by department.

Supporting Schedules: Recap Schedules:
E-1
A-4

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

Schedule:            E-5           

Title:  Detail of Utility Plant

                             

Explanation:
Schedule showing utility plant balance, by detailed

account number, at the end of the test year and the end of the
prior fiscal year.

Required For:

              All Utilities      x        Special Reqmt.
              Class A    
              Class B 
              Class C
              Class D
June 30, 1999 Page 33 Supp. 99-2



Title 14, Ch. 2 Arizona Administrative Code

Corporation Commission - Fixed Utilities
Department ____________________
Test Year Prior Year Prior Year
Ended _____ Ended _____ Ended _____
__________ __________ __________

Revenues: $ $ $

Residential

__________ __________ __________
Total Revenues $ $ $ 

Operating Expenses*:

__________ __________ __________
Total Operating Expenses $ $ $

Operating Income $________ $_________ $_________
__________ __________ __________

* Including allocation of general and administrative expenses.

Supporting Schedules: Recap Schedules:
E-2

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

Schedule:            E-6           

Title:  Comparative Departmental Operating
  Income Statements

                             

Explanation:
Schedule showing comparative departmental state-

ments of operating income for the test year and the two fiscal
years ended prior to the test year.

Required For:

              All Utilities               Special Reqmt.   
x

              Class A    
              Class B 
              Class C

All
classes of  
Combination
Utilities
Supp. 99-2 Page 34 June 30, 1999



Arizona Administrative Code  Title 14, Ch. 2

Corporation Commission - Fixed Utilities
Test Year Prior Year Prior Year
Electric Statistics Ended______ Ended______ Ended______

KWH Sales-By Class of Service
Avg. No. of Customers-By Class of Service
Avg. KWH Use-By Class of Service
Avg. Annual Revenue Per Residential Customer
KWH Production Expense
KWH Trans. Expense

Gas Statistics:

MCF or Therm Sales-By Class of Service
Avg. No. of Customers-By Class of Service
Avg. MCF or Therm Use-By Class of Service
Avg. Annual Revenue Per Residential Customer
Production Expense Per MCF or Therm
Storage and Trans. Expense Per MCF or Therm

Water Statistics:

Gallons Sold-By Class of Service
Avg. No. of Customers-By Class of Service
Avg. Annual Gallons Per Residential Customer
Avg. Annual Revenue Per Residential Customer
Pumping Cost Per 1,000 Gallons

Telephone Statistics:

Main Telephones
Company Telephones
Revenue Per Main Telephone
Messages
Net Plant in Service Per Telephone

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

Schedule:            E-7           

Title:  Operating Statistics
                             

Explanation:
Schedule showing key operating statistics in

comparative format, for the test year and the two fiscal
years ended prior to the test year.

Required For:

              All Utilities      x        Special Reqmt.
              Class A    
              Class B 
              Class C
              Class D
June 30, 1999 Page 35 Supp. 99-2



Title 14, Ch. 2 Arizona Administrative Code

Corporation Commission - Fixed Utilities
Test Year Prior Year Prior Year
Ended _____ Ended _____ Ended _____

Description __________ __________ __________
Federal Taxes: $ $ $

__________ __________ __________
$ $ $ 

State Taxes $ $ $

__________ __________ __________
$ $ $ 

Local Taxes: $ $ $ 

__________ __________ __________
$ $ $ 

Total Taxes $ _________ $ _________ $ _________

NOTE:  For combination utilities, the above should be presented in total and by department.

Supporting Schedules: Recap Schedules:

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

Schedule:            E-8          

Title: Taxes Charged to Operations
 

Explanation:
A schedule showing all significant taxes charged to

operations for the test year and the two fiscal years ended
prior to the test year.

Required For:

                All Utilities                     Special Reqmt.
              Class A                x
              Class B                x
              Class C                x
              Class D
Supp. 99-2 Page 36 June 30, 1999



Arizona Administrative Code  Title 14, Ch. 2

Corporation Commission - Fixed Utilities
Disclosures should include, but not be limited to the following:

1. Accounting method.

2. Depreciation lives and methods employed by major classifications of utility property.

3. Income tax treatment - normalization or flow through.

4. Interest rate used to charge interest during construction, if applicable.

Supporting Schedules: Recap Schedules:

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

Schedule:            E-9           

Title:  Notes to Financial Statements
                             

Explanation:
Disclosure of important facts pertaining to the under-
standing of the financial statements.

Required For:

              All Utilities      x        Special Reqmt.
              Class A    
              Class B 
              Class C
              Class D
June 30, 1999 Page 37 Supp. 99-2



Title 14, Ch. 2 Arizona Administrative Code

Corporation Commission - Fixed Utilities
ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX F.
PROJECTIONS AND FORECASTS

Projected Year
At Present At Proposed

Actual  Rates   Rates
Test Year Year Year
Ended _____(a) Ended_____ (b) Ended _____ (b)

Revenues: $                     $                      $                      

Operating Expenses:
_________ _________ _________

Operating Income $ $ $

Other Income & Deductions:

Interest ________ _________ _________

Net Income $ ________ $ ________ $ ________

_________ _________ _________

Earnings per share of average
Common Stock Outstanding $ ________ $ Optional $ Optional

% Return on Common Equity ________ % ________ % ________ %

Supporting Schedules: Recap Schedules:
(a) E-2 (b) A-2

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

Schedule:            F-1           

Title:  Projected Income Statements - Present 
and Proposed Rate

Explanation:
Schedule showing an income statement for the pro-
jected year, compared with actual test year results, at
present rates proposed rates.

Required For:

              All Utilities      x        Special Reqmt.
              Class A    
              Class B 
              Class C
              Class D
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Projected Year
At Present At Proposed
Rates Rates

Test Year Year Year
Ended         (a) Ended         (b) Ended         (b)

Source of Funds: $ $ $

_________ _________ _________
Total Funds Provided $ ________ $ ________ $ ________

Application of Funds:

_________ _________ _________
Total Funds Provided $ ________ $ ________ $ ________

Details of Financing:

Changes in Short-term Debt:

Changes in Long-term Debt:

Changes in Preferred Stock:

Changes in Common Equity:

Supporting Schedules: Recap Schedules:
(a) E-3 (b) A-5
(c) F-3

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

Schedule:          F-2               

Title: Projected Changes In Financial
Present and Proposed Rates

 

Explanation:
Schedule showing projected changes in financial posi-

tion for projected year compared with the test year, at
present and proposed rates.

Required For:

                All Utilities                     Special Reqmt.
              Class A                x
              Class B                x
              Class C              
              Class D
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Actual                                    Projected                     
Test Year Test Year Test Year Test Year

Property Classification Ended              Ended         Ended         Ended          

Production Plant $                      $                 $                   $                  

Transmission Plant

_________ _________ _________
Total Plant (a) $ ________ $ ________ $ ________

NOTE: For combination utilities, the above should be presented by department.

Supporting Schedules: Recap Schedules:
(a) F-2 & A-4

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

Schedule:          F-3               

Title: Projected Construction Requirements
 

Explanation:
Schedule showing projected annual construction

requirements, by property classification, for one to three
years subsequent to the test year compared with the test year.

Required For:

                All Utilities                     Special Reqmt.
              Class A                  x
              Class B                  x
              Class C                  x 
              Class D                  x

}
}

3 yrs. 
projected
1 yrs.
projected
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Important assumptions used in preparing projections should be explained.

Areas covered should include:

1. Customer growth

2. Growth in consumption and customer demand

3. Changes in expenses

4.Construction requirements, including production reserves and changes in plant capacity

5. Capital structure changes

6. Financing costs, interest rates

Supporting Schedules: Recap Schedules:

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

Schedule:            F-4          

Title:  Assumptions Used in Developing
  Projection

Explanation:
 Documentation of important assumptions used in 

preparing forecasts and projections.

Required For:

              All Utilities      x        Special Reqmt.
              Class A    
              Class B 
              Class C
              Class D
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ARIZONA CORPORATION COMMISSION 
REGULATION R14-2-103

APPENDIX G.
COST OF SERVICE ANALYSES

                                                                  Customer Classification                                                              
  Total             A                  B                  Z         

Revenues (a) $ $ $ $

Expenses (b)

Operating Income before Income Taxes

Income Taxes _________ _________ _________ _____

Net Operating Income $ ________ $ ________ $ ________ $______

Rate Base (c) $ $ $ $

Rate of Return %  % % %

Supporting Schedules: Recap Schedules:
(a) H-1 (c) G-3
(b) G-4

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

Schedule:            G-1          

Title:  Cost of Service Summary-Present
 Rates

Explanation:
Schedule showing rates of return by customer classification 

at present rates.

Required For:

              All Utilities              Special Reqmt.     x
              Class A    
              Class B 
              Class C
              Class D
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                          Customer Classification                                              
  Total             A                  B                  Z       

Revenues (a) $ $ $ $

Expenses (b)

Operating Income before Income Taxes

Income Taxes _________ _________ _________ _________

Net Operating Income $ ________ $ ________ $ ________ $ ________

Rate Base (c) $ $ $ $

Rate of Return %  % % %

Supporting Schedules: Recap Schedules:
(a) H-1 (c) G-3
(b) G-4

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

Schedule:            G-2          

Title:  Cost of Service Summary-Proposed
 Rates

Explanation:
Schedule showing rates of return by customer 

classification at proposed rates.

Required For:

              All Utilities              Special Reqmt.    x
              Class A    
              Class B 
              Class C
              Class D
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Demand Commodity          Customer               
Class of Plant Function                                          Plant Function          

  Service Total (a)             1                2          3    etc.  1   2  3 etc. Gen. Specific
 $  % $(b) %(c)

A

B

Z $                                                                      

TOTAL $       % $(b)  (c) %                                                    

Supporting Schedules: Recap Schedules:
(b) G-5 (a) G-1 & G-2
(c) G-7

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

Schedule:            G-3          

Title:  Rate Base Allocation to Classes
  of Service 

Explanation:
Schedule showing allocation of plant at original 

cost less depreciation to class of service.

Required For:

              All Utilities              Special Reqmt.     x
              Class A    
              Class B 
              Class C
              Class D
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Demand Commodity          Customer            Other   
Class of                                Plant Function                                           Plant Function           

  Service Total (a)             1                2          3       4    1   2  3 etc. Gen. Specific
 $  % $(b) %(c)

A

B

Z $                                                                              

TOTAL $       % $(b)  (c) %                                                        

Supporting Schedules: Recap Schedules:
(b) G-5 (a) G-1 & G-2
(c) G-7

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

Schedule:            G-4          

Title:  Expense Allocation to Classes
  of Service 

Explanation:
Schedule showing allocation of operating expenses 

to class of service.

Required For:

              All Utilities              Special Reqmt.     x
              Class A    
              Class B 
              Class C
              Class D
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                                           Function*                                        
        Demand               Customer*       

Plant Classification Total 1* 2* 3* 4* Commodity* Gen. Specific
$ %

Production

Transmission

                                         
$    %                                   

* Production or transmission, primary, secondary, etc.

Supporting Schedules: Recap Schedules:
(a) G-3

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

Schedule:            G-5          

Title:  Distribution of Rate Base by Function
  

Explanation:
Schedule showing allocation of plant at original 

cost less depreciation to defined functions.

Required For:

              All Utilities              Special Reqmt.   x
              Class A    
              Class B 
              Class C
              Class D
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                                                  Function*                                         
        Demand                        Customer            

Expense Classification   Total   1*  2*  3*  4*  Commodity Gen. Specific Other
 $  % $ % 

Production:

Transmission:

Sales:

Administrative:                                                         

Total Operating 
Expenses (a) $      % $  %                                                           

* Production Transmission, primary, secondary, etc.

Supporting Schedules: Recap Schedules:
(a) G-4

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

Schedule:            G-6         

Title:  Distribution of Expenses by Function
  

Explanation:
Schedule showing allocation of operating expenses 

to defined functions.

Required For:

              All Utilities              Special Reqmt.    x
              Class A    
              Class B 
              Class C
              Class D
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Schedules should be provided to indicate how demand, commodity and customer allocation factors were developed. Demand method
employed, e.g., peak, average and excess, non-coincident peak, should be disclosed supported with adequate detail.

Supporting Schedules: Recap Schedules:
G-4
G-3

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

Schedule:            G-7        

Title:  Development of Allocation Factors
  

Explanation:
Schedule(s) showing development of all allocation 

factors used in the cost of service study.

Required For:

              All Utilities              Special Reqmt.      x
              Class A    
              Class B 
              Class C
              Class D
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ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX H.
EFFECT OF PROPOSED TARIFF SCHEDULES

Revenues in the Test Year (a) Proposed Increase (b)

Customer Classification Present Rates Proposed Rates Amount     %   

Residential $ $ $

Industrial

                                                          
Total Revenues $             $              $             $             

Note:  For combination utilities, above information should be presented in total and by department.

Supporting Schedules: Recap Schedules:
(a) H-2 (b) A-1

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

Schedule:            H-1        

Title:  Summary of Revenues by Customer
Classification-Present and Proposed  Rates

Explanation:
Schedule comparing revenues by customer 

classification for the test year, at present and proposed rates.

Required For:
All Utilities     x     Special    Reqmt.                  
Class A
Class B 
Class C
Class D
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Average Revenues   Proposed
Number Average Present Proposed Increase

Class of Service of Customers Consumption Rates Rates Amount      %     

Residential: $ $ $

General

Limited Service

                                                                               

Total Residential                                    $  (a)  $   (a)   $  (a)    $  (a)  % 

Industrial:

General service

Optional service

                                                                               

Total Company                                    $          $          $                            %

Note: For combination utilities, above information should be presented by department.

Supporting Schedules: Recap Schedules:
(a)H-1

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

Schedule:            H-2        

Title:  Analysis of Revenue by Detailed Class

Explanation:
Schedule comparing revenues by detailed class of 

service, for the test year, at present and proposed rates.

Required For:

              All Utilities              Special Reqmt.   
              Class A               x
              Class B               x
              Class C
              Class D
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Rate Present Proposed
Schedule Description Block Rate  Rate  Change

1 Residential-Gen. Service First 1,000 gal. $1.00 $1.25 $ .25
Next 1,000 gal. $ .08/100 $ .10/100 $ .02/100

12 Industrial-Gen. Service

Supporting Schedules:

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

Schedule:            H-3        

Title:  Changes In Representative Rate Schedules

Explanation:
Schedule(s) comparing present rate schedules 

with proposed rate schedule.

Required For:

              All Utilities              Special Reqmt.   
              Class A             x     } Representative Schedules
              Class B             x
              Class C             x           All Schedules
              Class D             x   }
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   Rate Monthly Present Proposed %
Schedule Description Consumption Bill Bill   Increase
1 Residential-Gen. Service 1,000 gal. or less $1.00 $1.25 25.0%

5,000 gal. $3.30 $ 3.80 15.2%

Supporting Schedules:

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

Schedule:            H-4        

Title:  Typical Bill Analysis
  

Explanation:
Schedule(s) comparing typical customer bills at 

varying consumption levels at present and proposed rates.

Required For:

              All Utilities      x       Special Reqmt.   
              Class A    
              Class B 
              Class C
              Class D
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Rate Schedule:                                                              

Description:                                                                 

Number of
Bills by Consumption Cumulative Bills  Cumulative Consumption

Block Block  By Blocks  No. % of Total Amount % of Total

Average Number of Customers                                                

Average Consumption                                                            

Median Consumption                                                           

Supporting Schedules: Recap Schedules:

Historical Note
Former Section R14-2-103 renumbered as Section R14-2-101, former Section R14-2-128 renumbered as Section R14-2-103 with-
out change effective March 2, 1982 (Supp. 82-2). Amended subsection (B) effective June 18, 1987 (Supp. 87-2). Amended effec-

tive August 31, 1992 (Supp. 92-3).

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

Schedule:            H-5        

Title:  Bill Count
  

Explanation:
Schedule(s) showing billing activity by block for 

each rate schedule.

Required For:

              All Utilities      x       Special Reqmt.   
              Class A
              Class B
              Class C
              Class D
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R14-2-104. Inspection of annual reports
Pursuant to A.R.S. § 40-204(C), all utility annual reports and
attachments thereto required to be filed pursuant to this Chapter
shall be open to public inspection without further or special order of
the Arizona Corporation Commission.

Historical Note
Former Section R14-2-104 repealed, new Section R14-2-

104 adopted effective March 2, 1982 (Supp. 82-2).

R14-2-105. Notice of rate hearings
A. Every public service corporation shall give notice to customers

affected of any hearing at which the fair value of that corpora-
tion’s property is to be determined and just and reasonable
rates and charges are to be established.

B. The form and manner of such notice shall be as the Commis-
sion may direct by procedural order.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2).

Editor’s Note: The following Section was amended under an
exemption from the Attorney General certification provisions of
the Arizona Administrative Procedure Act (See State of Arizona v.
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (Ct.
App. 1992), as determined by the Corporation Commission. This
exemption means that the rules as amended were not certified by
the Attorney General.

R14-2-106. Commission Color Code to Identify Location of
Underground Facilities
A. If the location of an underground facility is marked with

stakes, paint, or in some customary manner pursuant to A.R.S.
§ 40-360.21(13), the facility owner will use the following
color code:

Facility Type Specify Color
Electric Power Distribution and Safety Red

Transmission
Gas distribution and Transmission; High Visibility Safety 

Oil Product Yellow
Distribution and 

Transmission;
Dangerous Materials, 

Product Lines
Telephone and Telegraph System; Safety Alert Orange

Cable Television
Fiber Optics Communication Lines The Letter “F” in

Safety Alert
Orange

Water Systems; Slurry Pipelines Safety Precaution 
Blue

Sanitary Sewer Systems Safety Green

UNACCEPTABLE FACILITY LOCATION COLORS:

Fluorescent Pink - This shall be considered a land surveyor 
marking.

White - This shall be reserved for excavator markings.

B. Excavators and Underground Facility Owners shall consider
use of the color fluorescent pink to be indicative of land survey
markings and not location markings for any underground facil-
ity. Surveyors may place aerial photogrammetric markings
(targets) using the color white; such marking shall have a fluo-
rescent pink dot not less than 2 inches in diameter placed
within 1 foot of any edge of the aerial marking. Fluorescent
pink shall not be used by excavators or Underground Facility
Owners.

C. Excavators making markings pursuant to A.R.S. § 4
360.22(C) are required to use the color white.

D. Colors similar to those listed in R14-2-106(A) through R14-
106(C) shall not be used for other than their listed purpose.

Historical Note
Adopted effective September 5, 1986 (Supp. 86-5). 

Amended effective June 4, 1993, under an exemption 
from the Attorney General certification requirements of 
the Arizona Administrative Procedure Act (Supp. 93-2). 

Amended effective August 16, 1996 (Supp. 96-3).

ARTICLE 2. ELECTRIC UTILITIES

R14-2-201. Definitions
In this Article, unless the context otherwise requires, the followi
definitions shall apply.

1. “Advance in aid of construction”. Funds provided to th
utility by the applicant under the terms of a line extensio
agreement the value of which may be refundable.

2. “Applicant”. A person requesting the utility to supply
electric service.

3. “Application”. A request to the utility for electric service
as distinguished from an inquiry as to the availability o
charges for such service.

4. “Arizona Corporation Commission”. The regulator
authority of the state of Arizona having jurisdiction ove
public service corporations operating in Arizona.

5. “Billing month”. The period between any two regula
readings of the utility’s meters at approximately 30 da
intervals.

6. “Billing period”. The time interval between two consecu
tive meter readings that are taken for billing purposes.

7. “Contributions in aid of construction”. Funds provided t
the utility by the applicant under the terms of a line exte
sion agreement and/or service connection tariff the va
of which is not refundable.

8. “Curtailment priority”. The order in which electric ser
vice is to be curtailed to various classifications of custom
ers, as set forth in the utility’s filed tariffs.

9. “Customer”. The person or entity in whose name serv
is rendered, as evidenced by the signature on the appl
tion or contract for that service, or by the receipt and/
payment of bills regularly issued in his name regardle
of the identity of the actual user of the service.

10. “Customer charge”. The amount the customers must p
the utility for the availability of electric service, exclud
ing any electricity used, as specified in the utility’s tariffs

11. “Day”. Calendar day.
12. “Demand”. The rate at which power is delivered durin

any specified period of time. Demand may be express
in kilowatts, kilovolt-amperes, or other suitable units.

13. “Distribution lines”. The utility lines operated at distribu
tion voltage which are constructed along public roadwa
or other bona fide rights-of-way, including easements 
customer’s property.

14. “Elderly”. A person who is 62 years of age or older.
15. “Energy”. Electric energy, expressed in kilowatt-hours.
16. “Handicapped”. A person with a physical or mental co

dition which substantially contributes to the person
inability to manage his or her own resources, carry o
activities of daily living, or protect oneself from neglec
or hazardous situations without assistance from others

17. “Illness”. A medical ailment or sickness for which a res
dential customer obtains a verified document from 
licensed medical physician stating the nature of the 
ness and that discontinuance of service would be es
cially dangerous to the customer’s health.
Supp. 99-2 Page 54 June 30, 1999
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18. “Inability to pay”. Circumstances where a residential cus-
tomer:
a. Is not gainfully employed and unable to pay, or
b. Qualifies for government welfare assistance, but has

not begun to receive assistance on the date that he
receives his bill and can obtain verification of that
fact from the government welfare assistance agency.

c. Has an annual income below the published federal
poverty level and can produce evidence of this, and

d. Signs a declaration verifying that the customer
meets one of the above criteria and is either elderly,
handicapped, or suffers from illness.

19. “Interruptible electric service”. Electric service that is
subject to interruption as specified in the utility’s tariff.

20. “Kilowatt (kw)”. A unit of power equal to 1,000 watts.
21. “Kilowatt-hour (kwh)”. Electric energy equivalent to the

amount of electric energy delivered in one hour when
delivery is at a constant rate of one kilowatt.

22. “Line extension”. The lines and equipment necessary to
extend the electric distribution system of the utility to
provide service to additional customers.

23. “Master meter”. A meter for measuring or recording the
flow of electricity that has passed through it at a single
location where said electricity is distributed to tenants or
occupants for their individual usage.

24. “Megawatt (Mw)”. A unit of power equal to 1,000,000
watts.

25. “Meter”. The instrument for measuring and indicating or
recording the flow of electricity that has passed through
it.

26. “Meter tampering”. A situation where a meter has been
illegally altered. Common examples are meter bypassing,
use of magnets to slow the meter recording, and broken
meter seals.

27. “Minimum charge”. The amount the customer must pay
for the availability of electric service, including an
amount of usage, as specified in the utility’s tariffs.

28. “Permanent customer”. A customer who is a tenant or
owner of a service location who applies for and receives
permanent electric service.

29. “Permanent service”. Service which, in the opinion of the
utility, is of a permanent and established character. The
use of electricity may be continuous, intermittent, or sea-
sonal in nature.

30. “Person”. Any individual, partnership, corporation, gov-
ernmental agency, or other organization operating as a
single entity.

31. “Point of delivery”. The point where facilities owned,
leased, or under license by a customer connects to the
utility’s facilities.

32. “Power”. The rate of generating, transferring and/or using
electric energy, usually expressed in kilowatts.

33. “Premises”. All of the real property and apparatus
employed in a single enterprise on an integral parcel of
land undivided by public streets, alleys or railways.

34. “Residential subdivision development”. Any tract of land
which has been divided into four or more contiguous lots
with an average size of one acre or less for use for the
construction of residential buildings or permanent mobile
homes for either single or multiple occupancy.

35. “Residential use”. Service to customers using electricity
for domestic purposes such as space heating, air condi-
tioning, water heating, cooking, clothes drying, and other
residential uses and includes use in apartment buildings,
mobile home parks, and other multiunit residential build-
ings.

36. “Service area”. The territory in which the utility has bee
granted a Certificate of Convenience and Necessity an
authorized by the Commission to provide electric servic

37. “Service establishment charge”. The charge as speci
in the utility’s tariffs which covers the cost of establishin
a new account.

38. “Service line”. The line extending from a distribution lin
or transformer to the customer’s premises or point 
delivery.

39. “Service reconnect charge”. The charge as specified
the utility’s tariffs which must be paid by the custome
prior to reestablishment of electric service each time t
electricity is disconnected for nonpayment or whenev
service is discontinued for failure otherwise to comp
with the utility’s tariffs.

40. “Service reestablishment charge”. A charge as specif
in the utility’s tariffs for service at the same locatio
where the same customer had ordered a service disc
nection within the preceding 12-month period.

41. “Single family dwelling”. A house, an apartment, 
mobile home permanently affixed to a lot, or any oth
permanent residential unit which is used as a perman
home.

42. “Tariffs”. The documents filed with the Commission
which list the services and products offered by the utili
and which set forth the terms and conditions and a sch
ule of the rates and charges, for those services and p
ucts.

43. “Temporary service”. Service to premises or enterpris
which are temporary in character, or where it is known 
advance that the service will be of limited duration. Se
vice which, in the opinion of the utility, is for operations
of a speculative character is also considered tempor
service.

44. “Third-party notification”. A notice sent to an individua
or a public entity willing to receive notification of the
pending discontinuance of service of a customer of reco
in order to make arrangements on behalf of said custom
satisfactory to the utility.

45. “Utility”. The public service corporation providing elec
tric service to the public in compliance with state law.

46. “Weather especially dangerous to health”. That period
time commencing with the scheduled termination da
when the local weather forecast, as predicted by t
National Oceanographic and Administration Servic
indicates that the temperature will not exceed 32 degr
Fahrenheit for the next day’s forecast. The Commissi
may determine that other weather conditions are es
cially dangerous to health as the need arises.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2).

R14-2-202. Certificate of Convenience and Necessity for elec-
tric utilities; filing requirements on certain new plants
A. Application for new Certificate of Convenience and Necess

1. Six copies of each application for a new Certificate 
Convenience and Necessity shall be submitted in a fo
prescribed by the Commission and shall include, at
minimum, the following information:
a. The proper name and correct address of the p

posed utility company and its owner, if a sole propr
etorship, each partner, if a partnership, or th
President and Secretary if a corporation.

b. The rates proposed to be charged for the service 
will be rendered.
June 30, 1999 Page 55 Supp. 99-2
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c. A financial statement setting forth the financial con-
dition of the applicant.

d. Maps of the proposed service area and/or a descrip-
tion of the area proposed to be served.

e. Appropriate city, county and/or state agency approv-
als, where appropriate.

f. The actual number of customers within the service
area as of the time of filing and the estimated num-
ber of customers to be served for each of the first
five years of operation.

g. Such other information as the Commission by order
or the staff of the Utilities Division by written direc-
tive may request.

B. Filing requirements on certain new plants
1. Any utility proposing to construct a generating facility of

over eighty Mw capacity shall, at least 180 days prior to
commencement of construction, file with the Commis-
sion the following information:
a. The proposed site of such plant.
b. The approximate generating capacity of such plant

and the number of generating units proposed for
each plant site.

c. The type of fuel proposed to be used in each plant.
d. The proposed source of fuel and water for each

plant.
e. The estimated date by which such plant will be in

operation.
f. The load forecasting data available to such utility

which, in its opinion, justifies the need for construc-
tion of such proposed generating facility.

g. The method and timing of financing the proposed
plant.

h. Such further information as the Commission may,
by special order, or the staff of the Utilities Division
may, by written directive, require.

2. The utility shall update the information required to be
filed on not less than an annual basis by January 31 of
each year following the original filing until construction
has been completed.

C. Application for discontinuance or abandonment of utility ser-
vice
1. Any utility proposing to discontinue or abandon utility

service currently in use by the public shall prior to such
action obtain authority therefor from the Commission.

2. The utility shall include in the application, studies of past,
present and prospective customer use of the subject ser-
vice, plant or facility as is necessary to support the appli-
cation.

3. An application shall not be required to remove individual
facilities where a customer has requested service discon-
tinuance.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2).

Editor’s Note: The following Section was amended under an
exemption from the Attorney General approval provisions of the
Arizona Administrative Procedure Act (See State of Arizona v.
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (Ct.
App. 1992), as determined by the Corporation Commission. This
exemption means that the rules as amended were not approved by
the Attorney General.

R14-2-203. Establishment of Service
A. Information from new applicants

1. A utility may obtain the following minimum information
from each new applicant for service:
a. Name or names of applicant(s).

b. Service address or location and telephone number.
c. Billing address/telephone number, if different than

service address.
d. Address where service was provided previously.
e. Date applicant will be ready for service.
f. Indication of whether premises have been supplied

with utility service previously.
g. Purpose for which service is to be used.
h. Indication of whether applicant is owner or tenant of

or agent for the premises.
i. Information concerning the energy and demand

requirements of the customer.
j. Type and kind of life-support equipment, if any,

used by the customer.
2. A utility may require a new applicant for service to

appear at the utility’s designated place of business to p
duce proof of identity and sign the utility’s application
form.

3. Where service is requested by two or more individua
the utility shall have the right to collect the full amoun
owed to the utility from any 1 of the applicants.

B. Deposits
1. A utility shall not require a deposit from a new applica

for residential service if the applicant is able to meet a
of the following requirements:
a. The applicant has had service of a compara

nature with the utility within the past 2 years an
was not delinquent in payment more than twice du
ing the last 12 consecutive months or disconnect
for nonpayment.

b. The applicant can produce a letter regarding cre
or verification from an electric utility where service
of a comparable nature was last received whi
states applicant had a timely payment history at tim
of service discontinuance.

c. In lieu of a deposit, a new applicant may provide
Letter of Guarantee from a governmental or no
profit entity or a surety bond as security for the uti
ity.

2. The utility shall issue a nonnegotiable receipt to the app
cant for the deposit. The inability of the customer to pr
duce such a receipt shall in no way impair his or her rig
to receive a refund of the deposit which is reflected on t
utility’s records.

3. Deposits shall be interest bearing; the interest rate 
method of calculation shall be filed with and approved b
the Commission in a tariff proceeding.

4. Each utility shall file a deposit refund procedure with th
Commission, subject to Commission review and approv
during a tariff proceeding. However, each utility’s refun
policy shall include provisions for residential deposi
and accrued interest to be refunded or letters of guaran
or surety bonds to expire after 12 months of service if t
customer has not been delinquent more than twice in 
payment of utility bills.

5. A utility may require a residential customer to establi
or reestablish a deposit if the customer becomes de
quent in the payment of 2 bills within a 12-consecutiv
month period or has been disconnected for service dur
the last 12 months.

6. The amount of a deposit required by the utility shall 
determined according to the following terms:
a. Residential customer deposits shall not exceed

times that customer’s estimated average month
bill.
Supp. 99-2 Page 56 June 30, 1999
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b. Nonresidential customer deposits shall not exceed 2
1/2 times that customer’s estimated maximum
monthly bill.

7. The utility may review the customer’s usage after service
has been connected and adjust the deposit amount based
upon the customer’s actual usage.

8. A separate deposit may be required for each meter
installed.

C. Grounds for refusal of service
1. A utility may refuse to establish service if any of the fol-

lowing conditions exist:
a. The applicant has an outstanding amount due for the

same class of utility service with the utility, and the
applicant is unwilling to make arrangements with
the utility for payment.

b. A condition exists which in the utility’s judgment is
unsafe or hazardous to the applicant, the general
population, or the utility’s personnel or facilities.

c. Refusal by the applicant to provide the utility with a
deposit when the customer has failed to meet the
credit criteria for waiver of deposit requirements.

d. Customer is known to be in violation of the utility’s
tariffs filed with the Commission.

e. Failure of the customer to furnish such funds, ser-
vice, equipment, and/or rights-of-way necessary to
serve the customer and which have been specified
by the utility as a condition for providing service.

f. Applicant falsifies his or her identity for the purpose
of obtaining service.

D. Service establishments, re-establishments or reconnection
charge
1. Each utility may make a charge as approved by the Com-

mission for the establishment, reestablishment, or recon-
nection of utility services, including transfers between
Electric Service Providers.

2. Should service be established during a period other than
regular working hours at the customer’s request, the cus-
tomer may be required to pay an after-hour charge for the
service connection. Where the utility scheduling will not
permit service establishment on the same day requested,
the customer can elect to pay the after-hour charge for
establishment that day or his service will be established
on the next available normal working day.

3. For the purpose of this rule, the definition of service
establishments are where the customer’s facilities are
ready and acceptable to the utility and the utility needs
only to install a meter, read a meter, or turn the service
on.

4. Service establishments with an Electric Service Provider
will be scheduled for the next regular meter read date if
the direct access service request is processed 15 calendar
days prior to that date and appropriate metering equip-
ment is in place. If a direct access service request is made
in less than 15 days prior to the next regular read date,
service will be established at the next regular meter read
date thereafter. The utility may offer after-hours or earlier
service for a fee. This section shall not apply to the estab-
lishment of new service but is limited to a change of pro-
viders of existing electric service.

E. Temporary service
1. Applicants for temporary service may be required to pay

the utility, in advance of service establishment, the esti-
mated cost of installing and removing the facilities neces-
sary for furnishing the desired service.

2. Where the duration of service is to be less than o
month, the applicant may also be required to advanc
sum of money equal to the estimated bill for service.

3. Where the duration of service is to exceed one month, 
applicant may also be required to meet the depo
requirements of the utility.

4. If at any time during the term of the agreement for se
vices the character of a temporary customer’s operatio
changes so that in the opinion of the utility the custom
is classified as permanent, the terms of the utility’s lin
extension rules shall apply.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2). Amended 
by an emergency action effective August 10, 1998, pursu-
ant to A.R.S. § 41-1026, in effect for a maximum of 180 
days (Supp. 98-3). Emergency amendment replaced by 
exempt permanent amendment effective December 31, 

1998 (Supp. 98-4).

Editor’s Note: The following Section was amended under a
exemption from the Attorney General approval provisions of th
Arizona Administrative Procedure Act (See State of Arizona 
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (C
App. 1992), as determined by the Corporation Commission. Th
exemption means that the rules as amended were not approved
the Attorney General.

R14-2-204. Minimum Customer Information Requirements
A. Information for residential customers

1. A utility shall make available upon customer request not
later than 60 days from the date of request a concise sum-
mary of the rate schedule applied for by such customer.
The summary shall include the following:
a. The monthly minimum or customer charge, identify-

ing the amount of the charge and the specific amount
of usage included in the minimum charge, where
applicable.

b. Rate blocks, where applicable.
c. Any adjustment factor and method of calculation.

2. The utility shall to the extent practical identify its tariff
that is most advantageous to the customer and notify the
customer of such prior to service commencement.

3. In addition, a utility shall make available upon customer
request, not later than 60 days from date of service com-
mencement, a concise summary of the utility’s tariffs 
the Commission’s rules and regulations concerning:
a. Deposits
b. Termination of service
c. Billing and collection
d. Complaint handling.

4. Each utility upon request of a customer shall transmi
written statement of actual consumption by such cu
tomer for each billing period during the prior 12 month
unless such data is not reasonably ascertainable.

5. Each utility shall inform all new customers of their righ
to obtain the information specified above.

B. Information required due to changes in tariffs
1. Each utility shall transmit to affected customers a conc

summary of any change in the utility’s tariffs affectin
those customers.

2. This information shall be transmitted to the affected cu
tomer within 60 days of the effective date of the change

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2). Amended 
by an emergency action effective August 10, 1998, pursu-
ant to A.R.S. § 41-1026, in effect for a maximum of 180 
June 30, 1999 Page 57 Supp. 99-2
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days (Supp. 98-3). Emergency amendment replaced by 
exempt permanent amendment effective December 31, 

1998 (Supp. 98-4).

R14-2-205. Master metering
A. Mobile home parks -- new construction/expansion

1. A utility shall refuse service to all new construction and/
or expansion of existing permanent residential mobile
home parks unless the construction and/or expansion is
individually metered by the utility. Line extensions and
service connections to serve such expansion shall be gov-
erned by the line extension and service connection tariff
of the appropriate utility.

2. Permanent residential mobile home parks for the purpose
of this rule shall mean mobile home parks where, in the
opinion of the utility, the average length of stay for an
occupant is a minimum of six months.

3. For the purpose of this rule, expansion means the acquisi-
tion of additional real property for permanent residential
spaces in excess of that existing at the effective date of
this rule.

B. Residential apartment complexes, condominiums, and other
multiunit residential buildings
1. Master metering shall not be allowed for new construc-

tion of apartment complexes and condominiums unless
the building(s) will be served by a centralized heating,
ventilation and/or air conditioning system and the con-
tractor can provide to the utility an analysis demonstrat-
ing that the central unit will result in a favorable cost/
benefit relationship.

2. At a minimum, the cost/benefit analysis should consider
the following elements for a central unit as compared to
individual units:
a. Equipment and labor costs
b. Financing costs
c. Maintenance costs
d. Estimated kwh usage
e. Estimated kw demand on a coincident demand and

noncoincident demand basis (for individual units)
f. Cost of meters and installation
g. Customer accounting cost (one account vs. several

accounts).

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2).

R14-2-206. Service Lines and Establishments
A. Priority and timing of service establishments

1. After an applicant has complied with the utility’s applica-
tion and deposit requirements and has been accepted for
service by the utility, the utility shall schedule that cus-
tomer for service establishment.

2. Service establishments shall be scheduled for completion
within five working days of the date the customer has
been accepted for service, except in those instances when
the customer requests service establishment beyond the
five working day limitation.

3. When a utility has made arrangements to meet with a cus-
tomer for service establishment purposes and the utility
or the customer cannot make the appointment during the
prearranged time, the utility shall reschedule the service
establishment to the satisfaction of both parties.

4. A utility shall schedule service establishment appoint-
ments within a maximum range of four hours during nor-
mal working hours, unless another time frame is mutually
acceptable to the utility and the customer.

5. Service establishments shall be made only by qualified
utility service personnel.

6. For the purposes of this rule, service establishments 
where the customer’s facilities are ready and accepta
to the utility and the utility needs only to install or read 
meter or turn the service on.

B. Service lines
1. Customer provided facilities

a. Each applicant for services shall be responsible 
all inside wiring including the service entrance an
meter socket.

b. Meters and service switches in conjunction with th
meter shall be installed in a location where th
meters will be readily and safely accessible for rea
ing, testing and inspection and where such activiti
will cause the least interference and inconvenien
to the customer. However, the meter locations sh
not be on the front exterior wall of the home; or i
the carport or garage, unless mutually agreed 
between the home builder or customer and the u
ity. The customer shall provide, without cost to th
utility, at a suitable and easily accessible locatio
sufficient and proper space for installation of meter

c. Where the meter or service line location on the cu
tomer’s premises is changed at the request of 
customer or due to alterations on the customer’s p
mises, the customer shall provide and have instal
at his expense all wiring and equipment necessa
for relocating the meter and service line connectio
and the utility may make a charge for moving th
meter and/or service line.

2. Company provided facilities
a. Each utility shall file for Commission approval, 

service line tariff which defines the maximum foot
age and/or equipment allowance to be provided 
the utility at no charge. The maximum footage an
or equipment allowance may be differentiated b
customer class.

b. The cost of any service line in excess of that allow
at no charge shall be paid for by the customer a
contribution in aid of construction.

c. A customer requesting an underground service li
in an area served by overhead facilities shall pay f
the difference between an overhead service conn
tion and the actual cost of the underground conne
tion as a nonrefundable contribution.

C. Easements and rights-of-way
1. Each customer shall grant adequate easement and r

of-way satisfactory to the utility to ensure that customer
proper service connection. Failure on the part of the c
tomer to grant adequate easement and right-of-way s
be grounds for the utility to refuse service.

2. When a utility discovers that a customer or his agent
performing work or has constructed facilities adjacent 
or within an easement or right-of-way and such wor
construction or facility poses a hazard or is in violation 
federal, state or local laws, ordinances, statutes, rules
regulations, or significantly interferes with the utility’s
access to equipment, the utility shall notify the custom
or his agent and shall take whatever actions are neces
to eliminate the hazard, obstruction or violation at th
customer’s expense.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2).

Editor’s Note: The following Section was amended under a
exemption from the Attorney General certification provisions o
the Arizona Administrative Procedure Act (See State of Arizona 
Supp. 99-2 Page 58 June 30, 1999
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Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (Ct.
App. 1992), as determined by the Corporation Commission. This
exemption means that the rules as amended were not certified by
the Attorney General.

R14-2-207. Line Extensions
A. General requirements

1. Each utility shall file for Commission approval a line
extension tariff which incorporates the provisions of this
rule and specifically defines the conditions governing line
extensions.

2. Upon request by an applicant for a line extension, the
utility shall prepare, without charge, a preliminary sketch
and rough estimate of the cost of installation to be paid by
said applicant.

3. Any applicant for a line extension requesting the utility to
prepare detailed plans, specifications, or cost estimates
may be required to deposit with the utility an amount
equal to the estimated cost of preparation. The utility
shall, upon request, make available within 90 days after
receipt of the deposit referred to above, such plans, speci-
fications, or cost estimates of the proposed line extension.
Where the applicant authorizes the utility to proceed with
construction of the extension, the deposit shall be cred-
ited to the cost of construction; otherwise the deposit
shall be nonrefundable. If the extension is to include
oversizing of facilities to be done at the utility’s expense,
appropriate details shall be set forth in the plans, specifi-
cations and cost estimates. Subdivisions providing the
utility with approved plats shall be provided with plans,
specifications, or cost estimates within 45 days after
receipt of the deposit referred to above.

4. Where the utility requires an applicant to advance funds
for a line extension, the utility shall furnish the applicant
with a copy of the line extension tariff of the appropriate
utility prior to the applicant’s acceptance of the utility’s
extension agreement.

5. All line extension agreements requiring payment by the
applicant shall be in writing and signed by each party.

6. The provisions of this rule apply only to those applicants
who in the utility’s judgment will be permanent custom-
ers of the utility. Applications for temporary service shall
be governed by the Commission’s rules concerning tem-
porary service applications.

B. Minimum written agreement requirements
1. Each line extension agreement shall, at a minimum,

include the following information:
a. Name and address of applicant or applicants
b. Proposed service address or location
c. Description of requested service
d. Description and sketch of the requested line exten-

sion
e. A cost estimate to include materials, labor, and other

costs as necessary
f. Payment terms
g. A concise explanation of any refunding provisions,

if applicable
h. The utility’s estimated start date and completion

date for construction of the line extension
i. A summary of the results of the economic feasibility

analysis performed by the utility to determine the
amount of advance required from the applicant for
the proposed line extension.

2. Each applicant shall be provided with a copy of the writ-
ten line extension agreement.

C. Line extension requirements

1. Each line extension tariff shall include the following pro
visions:
a. A maximum footage and/or equipment allowance 

be provided by the utility at no charge. The max
mum footage and/or equipment allowance may 
differentiated by customer class.

b. An economic feasibility analysis for those exten
sions which exceed the maximum footage and/
equipment allowance. Such economic feasibilit
analysis shall consider the incremental revenues a
costs associated with the line extension. In tho
instances where the requested line extension d
not meet the economic feasibility criteria establishe
by the utility, the utility may require the customer t
provide funds to the utility, which will make the line
extension economically feasible. The methodolog
employed by the utility in determining economic
feasibility shall be applied uniformly and consis
tently to each applicant requiring a line extension.

c. The timing and methodology by which the utility
will refund any advances in aid of construction a
additional customers are served off the line exte
sion. The customer may request an annual survey
determine if additional customers have been co
nected to and are using service from the extensio
In no case shall the amount of the refund exceed 
amount originally advanced.

d. All advances in aid of construction shall be noninte
est bearing.

e. If after 5 years from the utility’s receipt of the
advance, the advance has not been totally refund
the advance shall be considered a contribution in a
of construction and shall no longer be refundable.

D. Residential subdivision development and permanent mob
home parks
1. Each utility shall submit as a part of its line extension ta

iff separate provisions for residential subdivision deve
opments and permanent mobile home parks.

E. Single phase underground extensions in subdivision devel
ments
1. Extensions of single phase electric lines necessary to 

nish permanent electric service to new residential bui
ings or mobile homes within a subdivision, in whic
facilities for electric service have not been constructe
for which applications are made by a developer shall 
installed underground in accordance with the provisio
set forth in this rule except where it is not feasible fro
an engineering, operational, or economic standpoint.

2. Rights-of-way easements
a. The utility shall construct or cause to be construct

and shall own, operate and maintain all undergrou
electric distribution and service lines along publi
streets, roads and highways and on public lands a
private property which the utility has the legal righ
to occupy.

b. Rights-of-way and easements suitable to the util
must be furnished by the developer at no cost to t
utility and in reasonable time to meet servic
requirements. No underground electric facilitie
shall be installed by a utility until the final grade
have been established and furnished to the utility.
addition, the easement strips, alleys and streets m
be graded to within 6 inches of final grade by th
developer before the utility will commence con
struction. Such clearance and grading must be ma
June 30, 1999 Page 59 Supp. 99-2
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utility.

c. If, subsequent to construction, the clearance or grade
is changed in such a way as to require relocation of
the underground facilities or results in damage to
such facilities, the cost of such relocation and/or
resulting repairs shall be borne by the developer.

3. Installation of single phase underground electric lines
within a subdivision
a. The developer shall provide the trenching, backfill

(including any imported backfill required), compac-
tion, repaving, and any earthwork for pull boxes and
transformer pad sites required to install the under-
ground electric system all in accordance with the
specifications and schedules of the utility.

b. Each utility shall inspect the trenching provided by
the developer within 24 hours after a mutually
agreed upon trench opening date, and allow for
phased inspection of trenching as mutually agreed
upon by the developer and utility. In all cases, the
utility shall make every effort to expedite the inspec-
tion of developer provided trenching. The utility
shall assume responsibility for the trench within
three working days after the utility has inspected and
approved the trenching.

c. The utility shall install or cause to be installed
underground electric lines and related equipment in
accordance with the applicable provisions of the
1997 edition (and no future editions) of ANSI C2
(National Electrical Safety Code) with sufficient
capacity and suitable materials which shall assure
adequate and reasonable electric service in the fore-
seeable future. ANSI C2 is incorporated by refer-
ence, and on file with the Office of the Secretary of
State. Copies are available from the Institute of
Electrical and Electronic Engineers, Inc., 345 East
47th Street, New York, New York 10017.

d. Underground service lines from underground resi-
dential distribution systems shall be owned, oper-
ated and maintained by the utility, and shall be
installed pursuant to its effective underground line
extension and service connection tariffs on file with
the Commission.

4. Special conditions
a. When the application of any of the provisions of

R14-2-207(E) appears to either party not to be feasi-
ble from an engineering, operational or economic
standpoint, the utility or the developer may refer the
matter to the Commission for a determination as to
whether an exception to the underground policy
expressed within the provisions of this rule is war-
ranted. Interested 3rd parties may present their
views to the Commission in conjunction with such
referrals.

b. Notwithstanding any provision of this regulation to
the contrary, no utility shall construct overhead sin-
gle phase electric lines in any new subdivision to
which this rule is applicable and which is contiguous
to another subdivision in which electric service is
furnished underground without the approval of the
Commission.

c. Underground service lines installed pursuant to this
rule (R14-2-207(E)) and accepted by the utility shall
not be replaced with an overhead distribution pole
line except upon a verified application of the utility,
as stated in R14-2-207(E)(4)(a).

5. Nonapplicability
a. Any underground electric distribution system requir-

ing more than single phase service is not covered by
this regulation and shall be constructed pursuant to
the effective line extension rules and regulations or
policies of the affected utility on file with the Com-
mission.

b. If there is an existing distribution pole line or lines
on or across a recorded subdivision at the time of the
application for electrical service for the subdivision
and the line will be utilized in the subdivision. (This
would not apply if the pole line were serving a build-
ing or groups of buildings or any other type of ser-
vice which would be removed before construction is
finished.)

c. A distribution pole line that parallels a boundary of a
subdivision and this line can serve lots within the
subdivision.

d. Subdivisions recorded prior to the effective date of
this rule shall be governed by the terms and condi-
tions of R14-2-207(E).

F. Ownership of facilities
1. Any facilities installed hereunder shall be the sole prop-

erty of the utility.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2). Amended 
subsection (E)(3)(c) effective April 1, 1986 (Supp. 86-2). 

Amended effective August 6, 1991 (Supp. 91-3). 
Amended effective August 16, 1996 (Supp. 96-3). 

Amended by exempt rulemaking at 5 A.A.R. 2054, effec-
tive June 4, 1999 (Supp. 99-2).

Editor’s Note: The following Section was amended under a
exemption from the Attorney General approval provisions of th
Arizona Administrative Procedure Act (See State of Arizona 
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (C
App. 1992), as determined by the Corporation Commission. Th
exemption means that the rules as amended were not approved
the Attorney General.

R14-2-208. Provision of Service
A. Utility responsibility

1. Each utility shall be responsible for the safe transmission
and/or distribution of electricity until it passes the point
of delivery to the customer.

2. The entity having control of the meter shall be responsi-
ble for maintaining in safe operating condition all meters,
equipment, and fixtures installed on the customer’s p
mises by the entity for the purposes of delivering elect
service to the customer.

3. The Utility Distribution Company may, at its option
refuse service until the customer has obtained all requi
permits and/or inspections indicating that the custome
facilities comply with local construction and safety stan
dards.

B. Customer responsibility
1. Each customer shall be responsible for maintaining 

customer facilities on the customer’s side of the point 
delivery in safe operating condition.

2. Each customer shall be responsible for safeguarding
utility property installed in or on the customer’s premise
for the purpose of supplying utility service to that cu
tomer.

3. Each customer shall exercise all reasonable care to 
vent loss or damage to utility property, excluding ord
nary wear and tear. The customer shall be responsible
loss of or damage to utility property on the customer
Supp. 99-2 Page 60 June 30, 1999
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premises arising from neglect, carelessness, or misuse
and shall reimburse the utility for the cost of necessary
repairs or replacements.

4. Each customer shall be responsible for payment for any
equipment damage and/or estimated unmetered usage
resulting from unauthorized breaking of seals, interfering,
tampering or bypassing the utility meter.

5. Each customer shall be responsible for notifying the util-
ity of any equipment failure identified in the utility’s
equipment.

C. Continuity of service
1. Each utility shall make reasonable efforts to supply a sat-

isfactory and continuous level of service. However, no
utility shall be responsible for any damage or claim of
damage attributable to any interruption or discontinuation
of service resulting from:
a. Any cause against which the utility could not have

reasonably foreseen or made provision for, that is,
force majeure.

b. Intentional service interruptions to make repairs or
perform routine maintenance.

c. Curtailment.
D. Service interruptions

1. Each utility shall make reasonable efforts to reestablish
service within the shortest possible time when service
interruptions occur.

2. Each utility shall make reasonable provisions to meet
emergencies resulting from failure of service, and each
utility shall issue instructions to its employees covering
procedures to be followed in the event of emergency in
order to prevent or mitigate interruption or impairment of
service.

3. In the event of a national emergency or local disaster
resulting in disruption of normal service, the utility may,
in the public interest, interrupt service to other customers
to provide necessary service to civil defense or other
emergency service agencies on a temporary basis until
normal service to these agencies can be restored.

4. When a utility plans to interrupt service for more than 4
hours to perform necessary repairs or maintenance, the
utility shall attempt to inform affected customers at least
24 hours in advance of the scheduled date and estimated
duration of the service interruption. Such repairs shall be
completed in the shortest possible time to minimize the
inconvenience to the customers of the utility.

5. The Commission shall be notified of interruption in ser-
vice affecting the entire system or any significant portion
thereof. The interruption of service and cause shall be
reported by telephone to the Commission within 2 hours
after the responsible representative of the utility becomes
aware of said interruption and followed by a written
report to the Commission.

E. Curtailment
1. Each utility shall file with the Commission as a part of its

general tariffs a procedural plan for handling severe sup-
ply shortages or service curtailments. The plan shall pro-
vide for equitable treatment of individual customer
classes in the most reasonable and effective manner given
the existing circumstances. When the availability of ser-
vice is so restricted that the reduction of service on a pro-
portionate basis to all customer classes will not maintain
the integrity of the total system, the utility shall develop
procedures to curtail service giving service priority to
those customers and/or customer classes where health,
safety and welfare would be adversely affected.

F. Construction standard and safety

1. Each utility shall construct all facilities in accordanc
with the provisions of the 1997 edition (and no future ed
tions) of ANSI C2 (National Electrical Safety Code
incorporated by reference and on file with the Office o
the Secretary of State, and the 1995 edition (and no fut
editions) of ANSI B31.1 (ASME Code for Pressure Pip
ing), incorporated by reference and on file with the Offic
of the Secretary of State. Copies of the National Elect
cal Safety Code are available from the Institute of Elect
cal and Electronic Engineers, Inc., 345 East 47th Stre
New York, New York 10017. Copies of the ASME Cod
for Pressure Piping are available from the American So
ety of Mechanical Engineers, 345 East 47th Street, N
York, New York 10017.

2. Each utility shall adopt a standard alternating nomin
voltage or standard alternating nominal voltages (as m
be required by its distribution system) for its entire se
vice area or for each of the several districts into which t
system may be divided, which standard voltage or vo
ages shall be stated in the rules and regulations of e
utility and shall be measured at the customer’s serv
entrance. Each utility shall, under normal operating co
ditions, maintain its standard voltage within the limits o
the 1989 edition (and no future editions) of ANSI C84
(American National Standard for Electric Power System
and Equipment-Voltage Ratings [60Hz]), incorporated b
reference and on file with the Office of the Secretary 
State. Copies are available from the American Nation
Standards Institute, 1430 Broadway, New York, Ne
York 10018.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2). Amended 
subsections (D)(5) and (F)(1) and (2) effective April 1, 

1986 (Supp. 86-2). Amended effective February 8, 1991 
(Supp. 91-1). Amended effective August 16, 1996 (Supp. 

96-3). Amended by an emergency action effective 
August 10, 1998, pursuant to A.R.S. § 41-1026, in effect 

for a maximum of 180 days (Supp. 98-3). Emergency 
amendment replaced by exempt permanent amendment 
effective December 31, 1998 (Supp. 98-4). Amended by 
exempt rulemaking at 5 A.A.R. 2054, effective June 4, 

1999 (Supp. 99-2).

Editor’s Note: The following Section was amended under a
exemption from the Attorney General approval provisions of th
Arizona Administrative Procedure Act (See State of Arizona 
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (C
App. 1992), as determined by the Corporation Commission. Th
exemption means that the rules as amended were not approved
the Attorney General.

R14-2-209. Meter Reading
A. Company or customer meter reading

1. Each utility, billing entity, or Meter Reading Service Pro-
vider may at its discretion allow for customer reading of
meters.

2. It shall be the responsibility of the utility or Meter Read-
ing Service Provider to inform the customer how to prop-
erly read his meter.

3. Where a customer reads his own meter, the utility or
Meter Reading Service Provider will read the custome
meter at least once every 6 months.

4. The utility, billing entity, or Meter Reading Service Pro
vider shall provide the customer with postage-paid car
or other methods to report the monthly reading.

5. Each utility or Meter Reading Service Provider sha
specify the timing requirements for the customer to su
June 30, 1999 Page 61 Supp. 99-2
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mit his or her monthly meter reading to conform with the
utility’s billing cycle.

6. Where the Electric Service Provider is responsible for
meter reading, reads will be available for the Utility Dis-
tribution Company’s or billing entity’s billing cycle for
that customer, or as otherwise agreed upon by the Electric
Service Provider and the Utility Distribution Company or
billing entity.

7. In the event the customer fails to submit the reading on
time, the utility or billing entity may issue the customer
an estimated bill.

8. In the event the Electric Service Provider responsible for
meter reading fails to deliver reads to the Meter Reading
Service Provider server within 3 days of the scheduled
cycle read date, the Affected Utility may estimate the
reads.

9. Meters shall be read monthly on as close to the same day
as practical.

B. Measuring of service
1. All energy sold to customers and all energy consumed by

the utility, except that sold according to fixed charge
schedules, shall be measured by commercially acceptable
measuring devices, except where it is impractical to
install meters, such as street lighting or security lighting,
or where otherwise authorized by the Commission.

2. When there is more than 1 meter at a location, the meter-
ing equipment shall be so tagged or plainly marked as to
indicate the circuit metered or metering equipment.

3. Meters which are not direct reading shall have the multi-
plier plainly marked on the meter.

4. All charts taken from recording meters shall be marked
with the date of the record, the meter number, customer,
and chart multiplier.

5. Metering equipment shall not be set “fast” or “slow” to
compensate for supply transformer or line losses.

C. Meter rereads
1. Each utility or Meter Reading Service Provider shall at

the request of a customer, or the customer’s Electric Ser-
vice Provider, Utility Distribution Company (as defined
in R14-2-1601), or billing entity reread that customer’s
meter within 10 working days after such a request.

2. Any reread may be charged to the customer, or the cus-
tomer’s Electric Service Provider, Utility Distribution
Company (as defined in R14-2-1601), or billing entity at
a rate on file and approved by the Commission, provided
that the original reading was not in error.

3. When a reading is found to be in error, the reread shall be
at no charge to the customer, or the customer’s Electric
Service Provider, Utility Distribution Company (as
defined in R14-2-1601), or billing entity.

D. Access to customer premises. Each utility shall have the right
of safe ingress to and egress from the customer’s premises at
all reasonable hours for any purpose reasonably connected
with property used in furnishing service and the exercise of
any and all rights secured to it by law or these rules.

E. Meter testing and maintenance program. Each utility shall file
with the Commission a plan for the routine maintenance and
replacement of meters which meets the requirements of the
1995 edition (and no future editions) of ANSI C12.1 (Ameri-
can National Standard Code for Electricity Metering), incor-
porated by reference and on file with the Office of the
Secretary of State. Copies are available from the Institute of
Electrical and Electronics Engineers, Inc., 345 East 47th
Street, New York, New York 10017.

F. Request for meter tests. A utility or Meter Service Provider
shall test a meter upon the request of the customer, or the cus-

tomer’s Electric Service Provider, Utility Distribution Com
pany (as defined in R14-2-1601), or billing entity, and ea
utility or billing entity shall be authorized to charge the cu
tomer, or the customer’s Electric Service Provider, Utility Di
tribution Company (as defined in R14-2-1601), or billin
entity for such meter test according to the tariff on file an
approved by the Commission. However, if the meter is fou
to be in error by more than 3%, no meter testing fee will 
charged to the customer, or the customer’s Electric Serv
Provider, Utility Distribution Company, or billing entity.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2). Amended 

subsection (E)(1) effective April 1, 1986 (Supp. 86-2). 
Amended effective February 8, 1991 (Supp. 91-1). 
Amended effective August 16, 1996 (Supp. 96-3). 

Amended by an emergency action effective August 10, 
1998, pursuant to A.R.S. § 41-1026, in effect for a maxi-
mum of 180 days (Supp. 98-3). Emergency amendment 

replaced by exempt permanent amendment effective 
December 31, 1998 (Supp. 98-4).

Editor’s Note: The following Section was amended under a
exemption from the Attorney General approval provisions of th
Arizona Administrative Procedure Act (See State of Arizona 
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (C
App. 1992), as determined by the Corporation Commission. Th
exemption means that the rules as amended were not approved
the Attorney General.

R14-2-210. Billing and Collection
A. Frequency and estimated bills

1. Unless otherwise approved by the Commission, the util-
ity or billing entity shall render a bill for each billing
period to every customer in accordance with its applica-
ble rate schedule and may offer billing options for the ser-
vices rendered. Meter readings shall be scheduled for
periods of not less than 25 days or more than 35 days
without customer authorization. If the utility or Meter
Reading Service Provider changes a meter reading route
or schedule resulting in a significant alteration of billing
cycles, notice shall be given to the affected customers.

2. Each billing statement rendered by the utility or billing
entity shall be computed on the actual usage during the
billing period. If the utility or Meter Reading Service Pro-
vider is unable to obtain an actual reading, the utility or
billing entity may estimate the consumption for the bill-
ing period giving consideration the following factors
where applicable:
a. The customer’s usage during the same month of 

previous year,
b. The amount of usage during the preceding month

3. Estimated bills will be issued only under the followin
conditions unless otherwise approved by the Comm
sion:
a. When extreme weather conditions, emergencies,

work stoppages prevent actual meter readings.
b. Failure of a customer who reads his own meter 

deliver his meter reading to the utility or Mete
Reading Service Provider in accordance with th
requirements of the utility or Meter Reading Servic
Provider billing cycle.

c. When the utility or Meter Reading Service Provide
is unable to obtain access to the customer’s premi
for the purpose of reading the meter, or in situatio
where the customer makes it unnecessarily difficu
to gain access to the meter, that is, locked gat
blocked meters, vicious or dangerous animals, etc
Supp. 99-2 Page 62 June 30, 1999
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the utility or Meter Reading Service Provider is
unable to obtain an actual reading for these reasons,
it shall undertake reasonable alternatives to obtain a
customer reading of the meter.

d. Due to customer equipment failure, a 1-month esti-
mation will be allowed. Failure to remedy the cus-
tomer equipment condition will result in penalties
for Meter Service Providers as imposed by the Com-
mission.

e. To facilitate timely billing for customers using load
profiles.

4. After the 3rd consecutive month of estimating the cus-
tomer’s bill due to lack of meter access, the utility or
Meter Reading Service Provider will attempt to secure an
accurate reading of the meter. Failure on the part of the
customer to comply with a reasonable request for meter
access may lead to discontinuance of service.

5. A utility or billing entity may not render a bill based on
estimated usage if:
a. The estimating procedures employed by the utility

or billing entity have not been approved by the Com-
mission.

b. The billing would be the customer’s 1st or final bill
for service.

c. The customer is a direct-access customer requiring
load data.

d. The utility can obtain customer-supplied meter read-
ings to determine usage. 

6. When a utility or billing entity renders an estimated bill in
accordance with these rules, it shall:
a. Maintain accurate records of the reasons therefore

and efforts made to secure an actual reading;
b. Clearly and conspicuously indicate that it is an esti-

mated bill and note the reason for its estimation.
B. Combining meters, minimum bill information

1. Each meter at a customer’s premise will be considered
separately for billing purposes, and the readings of 2 or
more meters will not be combined unless otherwise pro-
vided for in the utility’s tariffs. This provision does not
apply in the case of aggregation of competitive services
as described in R14-2-1601.

2. Each bill for residential service will contain the following
minimum information:
a. The beginning and ending meter readings of the bill-

ing period, the dates thereof, and the number of days
in the billing period;

b. The date when the bill will be considered due and
the date when it will be delinquent, if not the same;

c. Billing usage, demand, basic monthly service
charge, and total amount due;

d. Rate schedule number or service offer;
e. Customer’s name and service account number;
f. Any previous balance;
g. Fuel adjustment cost, where applicable;
h. License, occupation, gross receipts, franchise, and

sales taxes;
i. The address and telephone numbers of the Electric

Service Provider, and/or the Utility Distribution
Company, designating where the customer may ini-
tiate an inquiry or complaint concerning the bill or
services rendered;

j. The Arizona Corporation Commission address and
toll-free telephone numbers;

k. Other unbundled rates and charges.
C. Billing terms

1. All bills for utility services are due and payable no lat
than 15 days from the date of the bill. Any payment n
received within this time-frame shall be considered deli
quent and could incur a late payment charge.

2. For purposes of this rule, the date a bill is rendered m
be evidenced by:
a. The postmark date;
b. The mailing date;
c. The billing date shown on the bill (however, the bil

ing date shall not differ from the postmark or mai
ing date by more than 2 days);

d. The transmission date for electronic bills.
3. All delinquent bills shall be subject to the provisions o

the utility’s termination procedures.
4. All payments shall be made at or mailed to the office 

the utility or to the utility’s authorized payment agency o
the office of the billing entity. The date on which the uti
ity actually receives the customer’s remittance is cons
ered the payment date.

D. Applicable tariffs, prepayment, failure to receive, commenc
ment date, taxes
1. Each customer shall be billed under the applicable ta

indicated in the customer’s application for service.
2. Each utility or billing entity shall make provisions fo

advance payment of utility services.
3. Failure to receive bills or notices which have been pro

erly placed in the United States mail shall not preve
such bills from becoming delinquent nor relieve the cu
tomer of his obligations therein.

4. Charges for electric service commence when the serv
is actually installed and connection made, whether us
or not. A minimum 1-month billing period is establishe
on the date the service is installed (excluding landlor
utility special agreements).

5. Charges for services disconnected after 1 month shal
prorated back to the customer of record.

E. Meter error corrections
1. The utility or Meter Service Provider shall test a met

upon customer or the customer’s Electric Service Pr
vider, Utility Distribution Company (as defined in R14-2
1601) or billing entity request and each utility or billing
entity shall be authorized to charge the customer for su
meter test according to the tariff on file approved by th
Commission. However, if the meter is found to be in err
by more than 3%, no meter testing fee may be charged
the customer. If the meter is found to be more than 3%
error, either fast or slow, the correction of previous bil
will be made under the following terms allowing the uti
ity or billing entity to recover or refund the difference:
a. If the date of the meter error can be definitely fixe

the utility or billing entity shall adjust the customer’s
billings back to that date. If the customer has be
underbilled, the utility or billing entity will allow the
customer to repay this difference over an equ
length of time that the underbillings occurred. Th
customer may be allowed to pay the backbill witho
late payment penalties, unless there is evidence
meter tampering or energy diversion.

b. If it is determined that the customer has been ov
billed and there is no evidence of meter tampering
energy diversion, the utility or billing entity will
make prompt refunds in the difference between t
original billing and the corrected billing within the
next billing cycle.

2. No adjustment shall be made by the utility except to t
customer last served by the meter tested. 
June 30, 1999 Page 63 Supp. 99-2



Title 14, Ch. 2 Arizona Administrative Code

Corporation Commission - Fixed Utilities

us-

the
t

 the
e

r-

the
r a

ent
the
i-

,
ut-

-

ay-
r to
nt
e-
e

ay
re-

ce
o-

y-
n-
f
be
ed

cy,
ys

ity
rn-

g
al

n
e
v.
3. Any underbilling resulting from a stopped or slow meter,
utility or Meter Reading Service Provider meter reading
error, or a billing calculation shall be limited to 3 months
for residential customers and 6 months for nonresidential
customers. However, if an underbilling by the utility
occurs due to inaccurate, false, or estimated information
from a 3rd party, then that utility will have a right to
backbill that 3rd party to the point in time that may be
definitely fixed, or 12 months. No such limitation will
apply to overbillings.

F. Insufficient funds (NSF) or returned checks
1. A utility or billing entity shall be allowed to recover a fee,

as approved by the Commission in a tariff proceeding, for
each instance where a customer tenders payment for elec-
tric service with a check or other financial instrument
which is returned by the customer’s bank or other finan-
cial institution.

2. When the utility or billing entity is notified by the cus-
tomer’s bank or other financial institution that the check
or financial instrument tendered for utility service will
not clear, the utility or billing entity may require the cus-
tomer to make payment in cash, by money order, certified
check, or other means to guarantee the customer’s pay-
ment.

3. A customer who tenders such a check or financial instru-
ment shall in no way be relieved of the obligation to ren-
der payment to the utility or billing entity under the
original terms of the bill nor defer the utility’s provision
of termination of service for nonpayment of bills.

G. Levelized billing plan
1. Each utility may, at its option, offer its residential cus-

tomers a levelized billing plan.
2. Each utility offering a levelized billing plan shall

develop, upon customer request, an estimate of the cus-
tomer’s levelized billing for a 12-month period based
upon:
a. Customer’s actual consumption history, which may

be adjusted for abnormal conditions such as weather
variations.

b. For new customers, the utility will estimate con-
sumption based on the customer’s anticipated load
requirements.

c. The utility’s tariff schedules approved by the Com-
mission applicable to that customer’s class of ser-
vice.

3. The utility shall provide the customer a concise explana-
tion of how the levelized billing estimate was developed,
the impact of levelized billing on a customer’s monthly
utility bill, and the utility’s right to adjust the customer’s
billing for any variation between the utility’s estimated
billing and actual billing.

4. For those customers being billed under a levelized billing
plan, the utility shall show, at a minimum, the following
information on their monthly bill:
a. Actual consumption,
b. Dollar amount due for actual consumption,
c. Levelized billing amount due,
d. Accumulated variation in actual-versus-levelized

billing amount.
5. The utility may adjust the customer’s levelized billing in

the event the utility’s estimate of the customer’s usage or
cost should vary significantly from the customer’s actual
usage or cost; such review to adjust the amount of the lev-
elized billing may be initiated by the utility or upon cus-
tomer request. 

H. Deferred payment plan

1. Each utility may, prior to termination, offer to qualifying
residential customers a deferred payment plan for the c
tomer to retire unpaid bills for utility service.

2. Each deferred payment agreement entered into by 
utility and the customer shall provide that service will no
be discontinued if:
a. Customer agrees to pay a reasonable amount of

outstanding bill at the time the parties enter into th
deferred payment agreement.

b. Customer agrees to pay all future bills for utility se
vice in accordance with the billing and collection
tariffs of the utility.

c. Customer agrees to pay a reasonable portion of 
remaining outstanding balance in installments ove
period not to exceed 6 months.

3. For the purposes of determining a reasonable installm
payment schedule under these rules, the utility and 
customer shall give consideration to the following cond
tions:
a. Size of the delinquent account,
b. Customer’s ability to pay,
c. Customer’s payment history,
d. Length of time that the debt has been outstanding
e. Circumstances which resulted in the debt being o

standing,
f. Any other relevant factors related to the circum

stances of the customer.
4. Any customer who desires to enter into a deferred p

ment agreement shall establish such agreement prio
the utility’s scheduled termination date for nonpayme
of bills. The customer’s failure to execute such an agre
ment prior to the termination date will not prevent th
utility from disconnecting service for nonpayment.

5. Deferred payment agreements may be in writing and m
be signed by the customer and an authorized utility rep
sentative.

6. A deferred payment agreement may include a finan
charge as approved by the Commission in a tariff pr
ceeding.

7. If a customer has not fulfilled the terms of a deferred pa
ment agreement, the utility shall have the right to disco
nect service pursuant to the utility’s termination o
service rules. Under such circumstances, it shall not 
required to offer subsequent negotiation of a deferr
payment agreement prior to disconnection.

I. Change of occupancy
1. To order service discontinued or to change occupan

the customer must give the utility at least 3 working da
advance notice in person, in writing, or by telephone.

2. The outgoing customer shall be responsible for all util
services provided or consumed up to the scheduled tu
off date.

3. The outgoing customer is responsible for providin
access to the meter so that the utility may obtain a fin
meter reading.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2). Amended 
by an emergency action effective August 10, 1998, pursu-
ant to A.R.S. § 41-1026, in effect for a maximum of 180 
days (Supp. 98-3). Emergency amendment replaced by 
exempt permanent amendment effective December 31, 

1998 (Supp. 98-4).

Editor’s Note: The following Section was amended under a
exemption from the Attorney General approval provisions of th
Arizona Administrative Procedure Act (See State of Arizona 
Supp. 99-2 Page 64 June 30, 1999
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Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (Ct.
App. 1992), as determined by the Corporation Commission. This
exemption means that the rules as amended were not approved by
the Attorney General.

R14-2-211. Termination of Service
A. Nonpermissible reasons to disconnect service

1. A utility may not disconnect service for any of the rea-
sons stated below:
a. Delinquency in payment for services rendered to a

prior customer at the premises where service is
being provided, except in the instance where the
prior customer continues to reside on the premises.

b. Failure of the customer to pay for services or equip-
ment which are not regulated by the Commission.

c. Nonpayment of a bill related to another class of ser-
vice.

d. Failure to pay for a bill to correct a previous under-
billing due to an inaccurate meter or meter failure if
the customer agrees to pay over a reasonable period
of time.

e. A utility shall not terminate residential service
where the customer has an inability to pay and:
i. The customer can establish

through medical documentation that, in the
opinion of a licensed medical physician, termi-
nation would be especially dangerous to the
customer’s or a permanent resident residing on
the customer’s premises health, or

ii. Life supporting equipment used
in the home that is dependent on utility service
for operation of such apparatus, or

iii. Where weather will be espe-
cially dangerous to health as defined or as
determined by the Commission.

f. Residential service to ill, elderly, or handicapped
persons who have an inability to pay will not be ter-
minated until all of the following have been
attempted:
i. The customer has been informed

of the availability of funds from various gov-
ernment and social assistance agencies of
which the utility is aware.

ii. A 3rd party previously desig-
nated by the customer has been notified and has
not made arrangements to pay the outstanding
utility bill.

g. A customer utilizing the provisions of subsection (d)
or (e) above may be required to enter into a deferred
payment agreement with the utility within 10 days
after the scheduled termination date. 

h. Disputed bills where the customer has complied
with the Commission’s rules on customer bill dis-
putes.

B. Termination of service without notice
1. In a competitive marketplace, the Electric Service Pro-

vider cannot order a disconnect for nonpayment but can
only send a notice of contract cancellation to the cus-
tomer and the Utility Distribution Company. Utility ser-
vice may be disconnected without advance written notice
under the following conditions:
a. The existence of an obvious hazard to the safety or

health of the consumer or the general population or
the utility’s personnel or facilities.

b. The utility has evidence of meter tampering or fraud.

c. Failure of a customer to comply with the curtailmen
procedures imposed by a utility during supply shor
ages.

2. The utility shall not be required to restore service until t
conditions which resulted in the termination have be
corrected to the satisfaction of the utility.

3. Each utility shall maintain a record of all terminations o
service without notice. This record shall be maintaine
for a minimum of 1 year and shall be available for inspe
tion by the Commission. 

C. Termination of service with notice
1. In a competitive marketplace, the Electric Service Pr

vider cannot order a disconnect for nonpayment but c
only send a notice of contract cancellation to the cu
tomer and the Utility Distribution Company. A utility
may disconnect service to any customer for any reas
stated below provided the utility has met the notic
requirements established by the Commission:
a. Customer violation of any of the utility’s tariffs,    
b. Failure of the customer to pay a delinquent bill fo

utility service,
c. Failure to meet or maintain the utility's depos

requirements,
d. Failure of the customer to provide the utility reaso

able access to its equipment and property,
e. Customer breach of a written contract for servi

between the utility and customer,
f. When necessary for the utility to comply with an

order of any governmental agency having such jur
diction.

2. Each utility shall maintain a record of all terminations o
service with notice. This record shall be maintained for
year and be available for Commission inspection.

D. Termination notice requirements
1. No utility shall terminate service to any of its custome

without providing advance written notice to the custom
of the utility’s intent to disconnect service, except und
those conditions specified where advance written not
is not required.

2. Such advance written notice shall contain, at a minimu
the following information:
a. The name of the person whose service is to be ter

nated and the address where service is being r
dered.

b. The utility tariff that was violated and explanatio
thereof or the amount of the bill which the custome
has failed to pay in accordance with the payme
policy of the utility, if applicable.

c. The date on or after which service may be term
nated.

d. A statement advising the customer to contact t
utility at a specific address or phone number fo
information regarding any deferred payment or oth
procedures which the utility may offer or to work
out some other mutually agreeable solution to avo
termination of the customer’s service.

e. A statement advising the customer that the utility
stated reason for the termination of services may 
disputed by contacting the utility at a specifi
address or phone number, advising the utility of th
dispute and making arrangements to discuss 
cause for termination with a responsible employe
of the utility in advance of the scheduled date of te
mination. The responsible employee shall b
empowered to resolve the dispute and the utili
shall retain the option to terminate service afte
June 30, 1999 Page 65 Supp. 99-2
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affording this opportunity for a meeting and con-
cluding that the reason for termination is just and
advising the customer of his right to file a complaint
with the Commission.

3. Where applicable, a copy of the termination notice will
be simultaneously forwarded to designated third parties.

E. Timing of terminations with notice
1. Each utility shall be required to give at least 5 days’

advance written notice prior to the termination date.
2. Such notice shall be considered to be given to the cus-

tomer when a copy thereof is left with the customer or
posted first class in the United States mail, addressed to
the customer’s last known address.

3. If after the period of time allowed by the notice has
elapsed and the delinquent account has not been paid nor
arrangements made with the utility for the payment
thereof or in the case of a violation of the utility’s rules
the customer has not satisfied the utility that such viola-
tion has ceased, the utility may then terminate service on
or after the day specified in the notice without giving fur-
ther notice.

4. Service may only be disconnected in conjunction with a
personal visit to the premises by an authorized represen-
tative of the utility.

5. The utility shall have the right (but not the obligation) to
remove any or all of its property installed on the cus-
tomer’s premises upon the termination of service.

F. Landlord/tenant rule
1. In situations where service is rendered at an address dif-

ferent from the mailing address of the bill or where the
utility knows that a landlord/tenant relationship exists and
that the landlord is the customer of the utility, and where
the landlord as a customer would otherwise be subject to
disconnection of service, the utility may not disconnect
service until the following actions have been taken:
a. Where it is feasible to so provide service, the utility,

after providing notice as required in these rules,
shall offer the occupant the opportunity to subscribe
for service in his or her own name. If the occupant
then declines to so subscribe, the utility may discon-
nect service pursuant to the rules.

b. A utility shall not attempt to recover from a tenant or
condition service to a tenant with the payment of any
outstanding bills or other charges due upon the out-
standing account of the landlord.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2). Amended 
by an emergency action effective August 10, 1998, pursu-
ant to A.R.S. § 41-1026, in effect for a maximum of 180 
days (Supp. 98-3). Emergency amendment replaced by 
exempt permanent amendment effective December 31, 

1998 (Supp. 98-4).

Editor’s Note: The following Section was amended under an
exemption from the Attorney General approval provisions of the
Arizona Administrative Procedure Act (See State of Arizona v.
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (Ct.
App. 1992), as determined by the Corporation Commission. This
exemption means that the rules as amended were not approved by
the Attorney General.

R14-2-212. Administrative and hearing requirements
A. Customer service complaints

1. Each utility shall make a full and prompt investigation of
all service complaints made by its customers, either
directly or through the Commission.

2. The utility shall respond to the complainant and/or the
Commission representative within five working days as
to the status of the utility investigation of the complaint.

3. The utility shall notify the complainant and/or the Com-
mission representative of the final disposition of each
complaint. Upon request of the complainant or the Com-
mission representative, the utility shall report the findings
of its investigation in writing.

4. The utility shall inform the customer of his right of appeal
to the Commission.

5. Each utility shall keep a record of all written service com-
plaints received which shall contain, at a minimum, the
following data:
a. Name and address of the complainant
b. Date and nature of the complaint
c. Disposition of the complaint
d. A copy of any correspondence between the utility,

the customer, and/or the Commission.
This record shall be maintained for a minimum period of
one year and shall be available for inspection by the
Commission.

B. Customer bill disputes
1. Any utility customer who disputes a portion of a bill ren-

dered for utility service shall pay the undisputed portion
of the bill and notify the utility’s designated representa
tive that such unpaid amount is in dispute prior to th
delinquent date of the bill.

2. Upon receipt of the customer notice of dispute, the util
shall:
a. Notify the customer within five working days of the

receipt of a written dispute notice.
b. Initiate a prompt investigation as to the source of t

dispute.
c. Withhold disconnection of service until the invest

gation is completed and the customer is informed 
the results. Upon request of the customer the util
shall report the results of the investigation in wri
ing.

d. Inform the customer of his right of appeal to th
Commission.

3. Once the customer has received the results of the utili
investigation, the customer shall submit payment with
five working days to the utility for any disputed amount
Failure to make full payment shall be grounds for term
nation of service.

C. Commission resolution of service and/or bill disputes
1. In the event a customer and utility cannot resolve a s

vice and/or bill dispute, the customer shall file a writte
statement of dissatisfaction with the Commission; by su
mitting such notice to the Commission, the custom
shall be deemed to have filed an informal complai
against the utility.

2. Within 30 days of the receipt of a written statement 
customer dissatisfaction related to a service or bill d
pute, a designated representative of the Commission s
endeavor to resolve the dispute by correspondence an
telephone with the utility and the customer. If resolutio
of the dispute is not achieved within 20 days of the Com
mission representative’s initial effort, the Commissio
shall hold an informal hearing to arbitrate the resolutio
of the dispute. The informal hearing shall be governed 
the following rules:
a. Each party may be represented by legal counse

desired.
b. All such informal hearings may be recorded or he

in the presence of a stenographer.
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c. All parties will have the opportunity to present writ-
ten or oral evidentiary material to support the posi-
tions of the individual parties.

d. All parties and the Commission’s representative
shall be given the opportunity for cross-examination
of the various parties.

e. The Commission’s representative will render a writ-
ten decision to all parties within five working days
after the date of the informal hearing. Such written
decision of the arbitrator is not binding on any of the
parties and the parties will still have the right to
make a formal complaint to the Commission.

3. The utility may implement normal termination proce-
dures if the customer fails to pay all bills rendered during
the resolution of the dispute by the Commission.

4. Each utility shall maintain a record of written statements
of dissatisfaction and their resolution for a minimum of
one year and make such records available for Commis-
sion inspection.

D. Notice by utility of responsible officer or agent
1. Each utility shall file with the Commission a written

statement containing the name, address (business, resi-
dence and post office) and telephone numbers (business
and residence) of at least one officer, agent or employee
responsible for the general management of its operations
as a utility in Arizona.

2. Each utility shall give notice, by filing a written statement
with the Commission, of any change in the information
required herein within five days from the date of any such
change.

E. Time-frames for processing applications for Certificates of
Convenience and Necessity
1. This rule prescribes time-frames for the processing of any

application for a Certificate of Convenience and Neces-
sity issued by the Arizona Corporation Commission pur-
suant to this Article. These time-frames shall apply to
applications filed on or after the effective date of this
rule.

2. Within 120 calendar days after receipt of an application
for a new Certificate of Convenience and Necessity, or to
amend or change the status of any existing Certificate of
Convenience and Necessity, staff shall notify the appli-
cant, in writing, that the application is either administra-
tively complete or deficient. If the application is
deficient, the notice shall specify all deficiencies.

3. Staff may terminate an application if the applicant does
not remedy all deficiencies within 60 calendar days of the
notice of deficiency.

4. After receipt of a corrected application, staff shall notify
the applicant within 30 calendar days if the corrected
application is either administratively complete or defi-
cient. The time-frame for administrative completeness
review shall be suspended from the time the notice of
deficiency is issued until staff determines that the appli-
cation is complete.

5. Within 150 days after an application is deemed adminis-
tratively complete, the Commission shall approve or
reject the application.

6. For purposes of A.R.S. § 41-1072 et seq., the Commis-
sion has established the following time-frames:
a. Administrative completeness 

review time-frame: 120 calendar days,
b. Substantive review

time-frame: 150 calendar days,
c. Overall time-frame: 270 calendar days.

7. If an applicant requests, and is granted, an extension
continuance, the appropriate time-frames shall be toll
from the date of the request during the duration of t
extension or continuance.

8. During the substantive review time-frame, the Comm
sion may, upon its own motion or that of any intereste
party to the proceeding, request a suspension of the tim
frame rules.

F. Filing of tariffs
1. Each utility shall file with the Commission tariffs which

are in compliance with the rules and regulations prom
gated by the Arizona Corporation Commission withi
120 days of the effective date of such rules.

2. Each utility shall file with the Commission any propose
changes to the tariffs on file with the Commission; suc
proposed changes shall be accompanied by a stateme
justification supporting the proposed tariff change.

3. Any proposed change to the tariffs on file with the Com
mission shall not be effective until reviewed an
approved by the Commission.

G. Accounts and records
1. Each utility shall keep general and auxiliary accountin

records reflecting the cost of its properties, operati
income and expense, assets and liabilities, and all ot
accounting and statistical data necessary to give comp
and authentic information as to its properties and ope
tions.

2. Each utility shall maintain its books and records in co
formity with the Uniform Systems of Accounts for Clas
A, B, C and D Electric Utilities as adopted and amend
by the Federal Energy Regulatory Commission or, f
electric cooperatives, as promulgated by the Rural Ele
trification Administration.

3. A utility shall produce or deliver in this state any or all o
its formal accounting records and related documen
requested by the Commission. It may, at its option, pr
vide verified copies of original records and documents.

4. All utilities shall submit an annual report to the Commi
sion on a form prescribed by it. The annual report shall 
filed on or before the 15th day of April for the precedin
calendar year. Reports prepared by a certified or licens
public accountant on the utility, if any, shall accompan
the annual report.

5. All utilities shall file with the Commission a copy of al
reports required by the Securities and Exchange Comm
sion.

6. All utilities shall file with the Commission a copy of al
annual reports required by the Federal Energy Regulat
Commission and in addition, for electric cooperative
annual reports required by the Rural Electrificatio
Administration.

H. Maps
1. All utilities shall file with the Commission a map or map

clearly setting forth the location and extent of the area 
areas they hold under approved certificates of conv
nience and necessity, in accordance with the Cadas
(Rectangular) Survey of the United States Bureau 
Land Management, or by metes and bounds with a st
ing point determined by the aforesaid Cadastral Survey

I. Variations, exemptions of Commission rules and regulations
1. Variations or exemptions from the terms and requir

ments of any of the rules included herein (Title 14, Cha
ter 2, Article 2) shall be considered upon the verifie
application of an affected party to the Commission setti
forth the circumstances whereby the public intere
requires such variation or exemption from the Commi
June 30, 1999 Page 67 Supp. 99-2
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sion rules and regulations. Such application will be sub-
ject to the review of the Commission, and any variation
or exemption granted shall require an order of the Com-
mission. In case of conflict between these rules and regu-
lations and an approved tariff or order of the
Commission, the provisions of the tariff or order shall
apply.

J. Prior agreements
1. The adoption of these rules by the Commission shall not

affect any agreements entered into between the utility and
customers or other parties who, pursuant to such con-
tracts, arranged for the extension of facilities in a provi-
sion of service prior to the effective date of these rules.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2). Amended 

effective December 31, 1998, under an exemption as 
determined by the Arizona Corporation Commission 

(Supp. 98-4).

R14-2-213. Conservation
Energy conservation plan

1. The Arizona Corporation Commission recognizes the
need for conservation of energy resources in order to
maintain an adequate and continuous supply of safe,
dependable, and affordable energy. Therefore, in order to
promote the state’s economic development and the health
and welfare of its citizenry, each class A and B electric
utility shall file an energy conservation plan which
encompasses at a minimum the following considerations:
a. Development of consumer education and assistance

programs to aid the populace in reducing energy
consumption and cost.

b. Participation in various energy conservation pro-
grams sponsored by other municipal, state or federal
government entities having such jurisdiction.

2. Each utility shall file an energy conservation plan with
the Commission within one year of the effective date of
these rules and annual updates thereafter when changes
require such.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2).

ARTICLE 3. GAS UTILITIES

R14-2-301. Definitions
In this Article, unless the context otherwise requires, the following
definitions shall apply:

1. “Advance in aid of construction”. Funds provided to the
utility by the applicant under the terms of a main exten-
sion agreement the value of which may be refundable.

2. “Applicant”. A person requesting the utility to supply gas
service.

3. “Application”. A request to the utility for gas service, as
distinguished from an inquiry as to the availability or
charges for such service.

4. “Arizona Corporation Commission”. The regulatory
authority of the state of Arizona having jurisdiction over
public service corporations operating in Arizona.

5. “Billing month”. The period between any two regular
readings of the utility’s meters at approximately 30 day
intervals.

6. “Billing period”. The time interval between two consecu-
tive meter readings that are taken for billing purposes.

7. “British Thermal Unit”. The amount of heat required to
raise the temperature of one pound of water one degree
Fahrenheit (1°F) at standard conditions.

8. “Btu”. British thermal unit.

9. “Commodity charge”. The unit of cost per billed usag
as set forth in the utility’s tariffs.

10. “Contributions in aid of construction”. Funds provided t
the utility by the applicant under the terms of a ma
extension agreement and/or service connection tariff 
value of which are not refundable.

11. “Cubic foot”
a. In cases where gas is supplied and metered to c

tomers at the standard delivery pressure, a cubic f
of gas is the volume of gas which, at the temperatu
and pressure existing in the meter, occupies o
cubic foot.

b. Regardless of the pressure supplied to the custom
the volume of gas metered will be converted to th
volume which the gas would occupy at standa
conditions of 14.73 pounds per square inch absolu
at 60°F.

c. The standard cubic foot of gas for testing the g
itself for heating value shall be that volume of ga
which, when saturated with water vapor and at
temperature of 60°F and under a pressure equivalen
to that of 30 inches of mercury (mercury at 32°F and
under standard gravity), occupies one cubic foot.

12. “Ccf”. One hundred (100) cubic feet.
13. “Curtailment priority”. The order in which gas service i

to be curtailed to various classifications of customers,
set forth in the utility’s tariffs.

14. “Customer”. The person or entity in whose name serv
is rendered, as evidenced by the signature on the appl
tion or contract for that service, or by the receipt and/
payment of bills regularly issued in his name regardle
of the identity of the actual user of the service.

15. “Customer charge”. The amount the customer must p
the utility for the availability of gas service, excluding
any gas used, as specified in the utility’s tariffs.

16. “Day”. Calendar day.
17. “Distribution main”. A gas line of the utility from which

service lines may be extended to customers.
18. “Elderly”. A person who is 62 years of age or older.
19. “Handicapped”. A person with a physical or mental co

dition which substantially contributes to the person
inability to manage his or her own resources, carry o
activities of daily living, or protect oneself from neglec
or hazardous situations without assistance from others

20. “Illness”. A medical ailment or sickness for which a res
dential customer obtains a verifiable document from
licensed medical physician stating the nature of the 
ness and that discontinuance of service would be es
cially dangerous to the customer’s health in the opini
of a licensed medical physician.

21. “Inability to pay”. Circumstances where a residential cu
tomer:
a. Is not gainfully employed and unable to pay, or
b. Qualifies for government welfare assistance, but h

not begun to receive assistance on the date that
receives his bill and can obtain verification from th
government welfare assistance agency, or

c. Has an annual income below the published fede
poverty level and can produce evidence of this, an

d. Signs a declaration verifying that the custom
meets one of the above criteria and is either elder
handicapped, or suffers from an illness.

22. “Interruptible gas service”. Gas service that is subject
interruption or curtailment as specified in the utility’s tar
iff.
Supp. 99-2 Page 68 June 30, 1999
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23. “Main extension”. The lines and equipment necessary to
extend the existing gas distribution system to provide ser-
vice to additional customers.

24. “Master meter”. An instrument for measuring or record-
ing the flow of gas at a single location where said gas is
transported through an underground piping system to ten-
ants or occupants for their individual consumption.

25. “Mcf”. One thousand (1,000) cubic feet.
26. “Meter”. The instrument for measuring and indicating or

recording the volume of gas or flow that has passed
through it.

27. “Meter tampering”. A situation where a meter has been
illegally altered. Common examples are meter bypassing
and other unauthorized connections.

28. “Minimum charge”. The amount the customer must pay
for the availability of gas service, including an amount of
usage, as specified in the utility’s tariffs.

29. “Permanent customer”. A customer who is a tenant or
owner of a service location who applies for and receives
gas service.

30. “Permanent service”. Service which, in the opinion of the
utility, is of a permanent and established character. The
use of gas may be continuous, intermittent, or seasonal in
nature.

31. “Person”. Any individual, partnership, corporation, gov-
ernmental agency, or other organization operating as a
single entity.

32. “Point of delivery”. The point where pipes owned, leased,
or under license by a customer connect to the utility’s
pipes or at the outlet side of the meter.

33. “Premises”. All of the real property and apparatus
employed in a single enterprise on an integral parcel of
land undivided by public streets, alleys or railways.

34. “Residential subdivision”. Any tract of land which has
been divided into four or more contiguous lots for use for
the construction of residential buildings or permanent
mobile homes for either single or multiple occupancy.

35. “Residential use”. Service to customers using gas for
domestic purposes such as space heating, air condition-
ing, water heating, cooking, clothes drying, and other res-
idential uses and includes use in apartment buildings,
mobile home parks, and other multiunit residential build-
ings.

36. “Restricted apparatus”. Apparatus prohibited by the
Commission or other governmental agency.

37. “Service area”. The territory in which the utility has been
granted a Certificate of Convenience and Necessity and is
authorized by the Commission to provide gas service.

38. “Service line”. A gas pipe that transports gas from a com-
mon source of supply (normally a distribution main) to
the customer’s point of delivery.

39. “Service establishment charge”. A charge as specified in
the utility’s tariffs which covers the cost of establishing a
new account.

40. “Service reconnect charge”. A charge as specified in the
utility’s tariffs which must be paid by the customer prior
to reestablishment of gas service each time the gas is dis-
connected for nonpayment or whenever service is discon-
tinued for failure otherwise to comply with the utility’s
tariffs.

41. “Service reestablishment charge”. A charge as specified
in the utility’s tariffs for service at the same location
where the same customer had ordered a service discon-
nection within the preceding 12-month period.

42. “Single family dwelling”. A house, an apartment, a
mobile home permanently affixed to a lot, or any other

permanent residential unit which is used as a perman
home.

43. “Standard delivery pressure”. 0.25 pounds per squ
inch gauge at the meter or point of delivery.

44. “Tariffs”. The documents filed with the Commission
which list the services and products offered by the g
company and which set forth the terms and conditio
and a schedule of the rates and charges for those serv
and products.

45. “Temporary service”. Service to premises or enterpris
which are temporary in character, or where it is known 
advance that the service will be of limited duration. Se
vice which, in the opinion of the utility, is for operations
of a speculative character is also considered tempor
service.

46. “Therm”. A unit of heating value, equivalent to 100,00
British thermal units (Btu’s).

47. “Third-party notice”. A notice sent to an individual or 
public entity willing to receive notification of the pending
discontinuance of service of a customer of record in ord
to make arrangements on behalf of said customer sa
factory to the utility.

48. “Utility”. The public service corporation providing gas
service to the public in compliance with state law.

49. “Weather especially dangerous to health”. That period
time commencing with the scheduled termination da
when the local weather forecast, as predicted by t
National Oceanographic and Administration Servic
indicates that the temperature will not exceed 32 degr
Fahrenheit for the next day’s forecast. The Commissi
may determine that any other weather conditions a
especially dangerous to health as the need arises.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2).

R14-2-302. Certificate of Convenience and Necessity for gas
utilities; additions/extensions; abandonments
A. Application for new Certificate of Convenience and Necess

1. Six copies of each application for a new Certificate 
Convenience and Necessity shall be submitted in a fo
prescribed by the Commission and shall include, at
minimum, the following information:
a. The proper name and correct address of the p

posed utility company and its owner, if a sole propr
etorship, each partner if a partnership, or th
President and Secretary if a corporation.

b. The rates proposed to be charged for the service 
will be rendered.

c. A financial statement setting forth the financial con
dition of the applicant.

d. Maps of the proposed service area and/or a desc
tion of the area proposed to be served.

e. Appropriate city, county and/or state agency appro
als, where appropriate.

f. The actual number of customers within the servic
area as of the time of filing and the estimated num
ber of customers to be served for each of the fi
five years of operation.

g. Such other information as the Commission by ord
or the staff of the Utilities Division by written direc-
tive may request.

B. Application for discontinuance or abandonment of utility se
vice
1. Any utility proposing to discontinue or abandon utilit

service currently in use by the public shall prior to suc
action obtain authority therefor from the Commission.
June 30, 1999 Page 69 Supp. 99-2
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2. The utility shall include in the application, studies of past,
present and prospective customer use of the subject ser-
vice, plant or facility as is necessary to support the appli-
cation.

3. An application shall not be required to remove individual
facilities where a customer has requested service discon-
tinuance.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2).

R14-2-303. Establishment of service
A. Information from new applicants

1. A utility may obtain the following minimum information
from each new applicant for service:
a. Name or names of applicant(s).
b. Service address or location and telephone number.
c. Billing address or location and telephone number, if

different than service address.
d. Address where service was provided previously.
e. Date applicant will be ready for service.
f. Indication of whether premises have been supplied

with utility service previously.
g. Purpose for which service is to be used.
h. Indication of whether applicant is owner or tenant of

or agent for the premises.
i. Information concerning the gas usage and demand

requirements of the customers.
j. Type and kind of life-support equipment, if any,

used by the customer.
2. Each utility may require a new applicant for service to

appear at the utility’s designated place of business to pro-
duce proof of identity and sign the utility’s application
form.

3. Where service is requested by two or more individuals
the utility shall have the right to collect the full amount
owed to the utility from any one of the applicants.

B. Deposits
1. A utility shall not require a deposit from a new applicant

for residential service if the applicant is able to meet any
of the following requirements:
a. The applicant has had service of a comparable

nature with the utility at another service location
within the past two years and was not delinquent in
payment more than twice during the last 12 consecu-
tive months or disconnected for nonpayment.

b. The applicant can produce a letter regarding credit
or verification from a gas utility where service of a
comparable nature was last received which states
that the applicant has had service of a comparable
nature with the utility at another service location
within the past two years and was not delinquent in
payment more than twice during the last 12 consecu-
tive months or disconnected for nonpayment.

c. In lieu of a deposit, a new applicant may provide a
Letter of Guarantee from an existing customer with
service who is acceptable to the utility or a surety
bond as security for the utility.

2. The utility shall issue a nonnegotiable receipt to the appli-
cant for the deposit. The inability of the customer to pro-
duce such a receipt shall in no way impair his right to
receive a refund of the deposit which is reflected on the
utility’s records.

3. Deposits shall be interest bearing; the interest rate and
method of calculation shall be filed with and approved by
the Commission in a tariff proceeding.

4. Each utility shall file a deposit refund procedure with th
Commission, subject to Commission review and approv
during a tariff proceeding. However, each utility’s refun
policy shall include provisions for residential deposi
and accrued interest to be refunded or Letter of Guaran
or surety bond to expire after 12 months of service if t
customer has not been delinquent more than twice in 
payment of utility bills.

5. A utility may require a residential customer to establi
or reestablish a deposit if the customer becomes de
quent in the payment of three or more bills within a 1
consecutive-month period or has been disconnected 
service during the last 12 months.

6. The amount of a deposit required by the utility shall 
determined according to the following terms:
a. Residential customer deposits shall not exceed t

times that customer’s estimated average month
bill.

b. Nonresidential customer deposits shall not exce
two and one-half times that customer’s estimate
maximum monthly bill.

7. The utility may review the customer’s usage after servi
has been connected and adjust the deposit amount b
upon the customer’s actual usage.

8. A separate deposit may be required for each me
installed.

C. Grounds for refusal of service
1. A utility may refuse to establish service if any of the fo

lowing conditions exist:
a. The applicant has an outstanding amount due for 

same class of utility service with the utility and th
applicant is unwilling to make arrangements wit
the utility for payment.

b. A condition exists which in the utility’s judgment is
unsafe or hazardous to the applicant, the gene
population, or the utility’s personnel or facilities.

c. Refusal by the applicant to provide the utility with 
deposit when the customer has failed to meet t
credit criteria for waiver of deposit requirements.

d. Customer is known to be in violation of the utility’s
tariffs filed with the Commission.

e. Failure of the customer to furnish such funds, se
vice, equipment, and/or rights-of-way necessary 
serve the customer and which have been specif
by the utility as a condition for providing service.

f. Applicant falsifies his or her identity for the purpos
of obtaining service.

D. Service establishments, reestablishment or reconnec
charge
1. A utility may make a charge as approved by the Comm

sion for the establishment, reestablishment, or reconn
tion of utility services.

2. Should service be established during a period other t
regular working hours at the customer’s request, the c
tomer may be required to pay an after-hour charge for 
service connection. Where the utility scheduling will no
permit service establishment on the same day reques
the customer can elect to pay the after-hour charge 
establishment that day or his service will be establish
on the next available normal working day.

3. For the purpose of this rule, the definition of servic
establishments are where the customer’s facilities 
ready and acceptable to the utility and the utility nee
only to install a meter, read a meter, or turn the serv
on.

E. Temporary service
Supp. 99-2 Page 70 June 30, 1999
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1. Applicants for temporary service may be required to pay
the utility, in advance of service establishment, the esti-
mated cost of installing and removing the facilities neces-
sary for furnishing the desired service.

2. Where the duration of service is to be less than one
month, the applicant may also be required to advance a
sum of money equal to the estimated bill for service.

3. Where the duration of service is to exceed one month, the
applicant may also be required to meet the deposit
requirements of the utility.

4. If at any time during the term of the agreement for service
the character of a temporary customer’s operations
changes so that in the opinion of the utility the customer
is classified as permanent, the terms of the utility’s main
extension rules shall apply.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2).

R14-2-304. Minimum customer information requirements
A. Information for residential customers

1. Each utility shall make available upon customer request
not later than 60 days from the date of request a concise
summary of the rate schedule applied for by such cus-
tomer. The summary shall include the following:
a. Monthly minimum or customer charge, identifying

the amount of the charge and the specific amount of
usage included in the minimum charge, where appli-
cable.

b. Rate blocks, where appropriate.
c. Any adjustment factor(s) and method of calculation.

2. The utility shall to the extent practical identify the tariff
most advantageous to the customer and notify the cus-
tomer of such prior to service commencement.

3. In addition, a utility shall make available upon customer
request not later than 60 days from the date of request a
copy of the Commission’s rules and regulations concern-
ing:
a. Deposits
b. Terminations of service
c. Billing and collection
d. Complaint handling.

4. Each utility upon request of a customer shall transmit a
written statement of actual consumption by such cus-
tomer for each billing period during the prior 12 months
unless such data is not reasonably ascertainable.

5. Each utility shall inform all new customers of their rights
to obtain the information specified above.

B. Information required due to changes in tariffs
1. Each utility shall transmit to affected customers a concise

summary of any change in the utility’s tariffs affecting
those customers.

2. This information shall be transmitted to the affected cus-
tomer within 60 days of the effective date of the change.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2).

R14-2-305. Master metering
Mobile home parks -- new construction/expansion

1. A utility shall refuse service to all new construction and/
or expansion of existing permanent residential mobile
home parks unless the construction and/or expansion is
individually metered by the utility. Main extensions and
service line connections to serve such new construction
or expansion shall be governed by the main extension
and/or service line connection tariff of the appropriate
utility.

2. Permanent residential mobile home parks for the purp
of this rule shall mean mobile home parks where, in t
opinion of the utility, the average length of stay for a
occupant is a minimum of six months.

3. For the purposes of this rule, expansion means const
tion which has been started for additional permanent re
dential spaces after the effective date of this rule.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2).

R14-2-306. Service lines and establishments
A. Priority and timing of service establishments

1. After an applicant has complied with the utility’s applica
tion and deposit requirements and has been accepted
service by the utility, the utility shall schedule that cu
tomer for service establishment.

2. Service establishments shall be scheduled for complet
within five working days of the date the customer ha
been accepted for service, except in those instances w
the customer requests service establishment beyond
five working day limitation.

3. When the utility has made arrangements to meet wit
customer for service establishment purposes and the u
ity or the customer cannot make the appointment duri
the prearranged time, the utility shall reschedule t
establishment to the satisfaction of both parties.

4. Each utility shall schedule service establishment appo
ments within a maximum range of four hours during no
mal working hours, unless another time frame is mutua
acceptable to the utility and the customer.

5. Service establishments shall be made only by qualif
utility service personnel.

6. For the purposes of this rule, service establishments 
where the customer’s facilities are ready and accepta
to the utility and the utility needs only to install or read 
meter or turn the service on.

B. Service lines
1. Customer provided facilities

a. An applicant for services shall be responsible for t
safety and maintenance of all customer piping fro
the point of delivery.

b. Meters shall be installed in a location suitable to t
utility where the meters will be safe from street tra
fic, readily and safely accessible for reading, testin
and inspection, and where such activities will cau
the least interference and inconvenience to the c
tomer. The customer shall provide, without cost 
the utility, at a suitable and easily accessible loc
tion, sufficient and proper space for the installatio
of meters.

c. Where the meter or service line location on the cu
tomer’s premises is changed at the request of 
customer or due to alterations on the customer’s p
mises, the customer shall provide and have instal
at his expense all customer piping necessary 
relocating the meter and the utility may make 
charge for moving the meter and/or service line.

2. Company provided facilities
a. Each utility shall file for Commission approval, 

service line tariff which defines the maximum foot
age and/or equipment allowance to be provided 
the utility at no charge; the maximum footage and/
equipment allowance may be differentiated by cu
tomer class.
June 30, 1999 Page 71 Supp. 99-2
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b. Any service line in excess of that allowed at no
charge shall be paid by the customer as a contribu-
tion in aid of construction.

3. Easements and rights-of-way
a. Each customer shall grant adequate easement and

right-of-way satisfactory to the utility to ensure
proper service connection. Failure on the part of the
customer to grant adequate easement and right-of-
way shall be grounds for the utility to refuse service.

b. When a utility discovers that a customer or his agent
is performing work or has constructed facilities adja-
cent to or within an easement or right-of-way and
such work, construction or facility poses a hazard or
is in violation of federal, state or local laws, ordi-
nances, statutes, rules or regulations, or significantly
interferes with the utility’s access to equipment, the
utility shall notify the customer or his agent and
shall take whatever actions are necessary to elimi-
nate the hazard, obstruction or violation at the cus-
tomer’s expense.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2).

R14-2-307. Main extensions
A. General requirements

1. Each utility shall file for Commission approval a main
extension tariff which incorporates the provisions of this
rule and specifically defines the conditions governing
main extensions.

2. Upon request by an applicant for a main extension, the
utility shall prepare, without charge, a preliminary sketch
and rough estimates of the cost of installation to be paid
by said applicant.

3. Any applicant for a main extension requesting the utility
to prepare detailed plans, specifications, or cost estimates
may be required to deposit with the utility an amount
equal to the estimated cost of preparation. The utility
shall upon request, make available within 90 days after
receipt of the deposit referred to above, such plans, speci-
fications, or cost estimates of the proposed main exten-
sion. Where the applicant authorizes the utility to proceed
with construction of the extension, the deposit shall be
credited to the cost of construction; otherwise the deposit
shall be nonrefundable. If the extension is to include
oversizing of facilities to be done at the utility’s expense,
appropriate details shall be set forth in the plans, specifi-
cations and cost estimate. Subdividers providing the util-
ity with approved plats shall be provided with plans,
specifications or cost estimates within 45 days after
receipt of the deposit referred to above.

4. Where the utility requires an applicant to advance funds
for a main extension, the utility shall furnish the applicant
with a copy of the main extension tariff of the appropriate
utility prior to the applicant’s acceptance of the utility’s
extension agreement.

5. All main extension agreements requiring payment by the
applicant shall be in writing and signed by each party.

6. The provisions of this rule apply only to those applicants
who in the utility’s judgment will be permanent custom-
ers of the utility. Applications for temporary service shall
be governed by the Commission’s rules concerning tem-
porary service applications.

B. Minimum written agreement requirements
1. Each main extension agreement shall, at a minimum,

include the following information:
a. Name and address of applicant(s)

b. Proposed service address or location
c. Description of requested service
d. Description and sketch of the requested main exte

sion
e. A cost estimate to include materials, labor, and oth

costs as necessary
f. Payment terms
g. A concise explanation of any refunding provision

if applicable
h. The utility’s estimated start date and completio

date for construction of the main extension
i. A summary of the results of the economic feasibilit

analysis performed by the utility to determine th
amount of advance required from the applicant f
the proposed main extension.

2. Each applicant shall be provided with a copy of the wr
ten main extension agreement.

C. Main extension requirements
1. Each main extension tariff shall include the followin

provisions:
a. A maximum footage and/or equipment allowance 

be provided by the utility at no charge. The max
mum footage and/or equipment allowance may 
differentiated by customer class.

b. An economic feasibility analysis for those exten
sions which exceed the maximum footage and/
equipment allowance. Such economic feasibilit
analysis shall consider the incremental revenues a
costs associated with the main extension. In tho
instances where the requested main extension d
not meet the economic feasibility criteria establishe
by the utility, the utility may require the customer t
provide funds to the utility, which will make the
main extension economically feasible. The metho
ology employed by the utility in determining eco
nomic feasibility shall be applied uniformly and
consistently to each applicant requiring a ma
extension.

c. The timing and methodology by which the utility
will refund any advances in aid of construction a
additional customers are served off the main exte
sion. The customer may request an annual survey
determine if additional customers have been co
nected to and are using service from the extensio
In no case shall the amount of the refund exceed 
amount originally advanced.

d. All advances in aid of construction shall be noninte
est bearing.

e. If after five years from the utility’s receipt of the
advance, the advance has not been totally refund
the advance shall be considered a contribution in a
of construction and shall no longer be refundable.

D. Residential subdivision development and permanent mob
home parks
1. Each utility shall submit as a part of its main extensio

tariff separate provisions for residential subdivisio
developments and permanent mobile home parks.

E. Ownership of facilities
1. Any facilities installed hereunder shall be the sole pro

erty of the utility.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2).

R14-2-308. Provision of service
A. Utility responsibility
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1. Each utility shall be responsible for the safe transmission
and distribution of gas until it passes the point of delivery
to the customer.

2. Each utility shall be responsible for maintaining in safe
operating condition all meters, regulators, service pipe or
other fixtures installed on the customer’s premises by the
utility for the purpose of delivering gas to the customer.

3. Each utility may, at its option, refuse service until the
customer’s pipes and appliances have been tested and
found to be safe, free from leaks, and in good operating
condition. Proof of such testing shall be in the form of a
certificate executed by a licensed plumber of local
inspector, certifying that the customer’s facilities have
been tested and are in safe operating condition.

4. Each utility shall be required to test the customer’s piping
for leaks when the gas is turned on. If such tests indicate
leakage in the customer’s piping, the utility shall refuse to
provide service until such time as the customer has had
the leakage corrected.

B. Customer responsibility
1. Each customer shall be responsible for maintaining all

customer piping, fixtures and appliances on the cus-
tomer’s side of the point of delivery in safe operating
condition.

2. Each customer shall be responsible for safeguarding all
utility property installed in or on the customer’s premises
for the purpose of supplying utility service.

3. Each customer shall exercise all reasonable care to pre-
vent loss or damage to utility property, excluding ordi-
nary wear and tear. The customer shall be responsible for
loss of or damage to utility property on the customer’s
premises arising from neglect, carelessness, or misuse
and shall reimburse the utility for the cost of necessary
repairs or replacements.

4. Each customer shall be responsible for payment for any
equipment damage and/or estimated unmetered usage
resulting from unauthorized breaking of seals, interfering,
tampering or bypassing the utility meter.

5. Each customer shall be responsible for notifying the util-
ity of any gas leakage identified in the customer’s or the
utility’s equipment.

C. Continuity of service
1. Each utility shall make reasonable efforts to supply a sat-

isfactory and continuous level of service. However, no
utility shall be responsible for any damage or claim of
damage attributable to any interruption or discontinuation
of service resulting from:
a. Any cause against which the utility could not have

reasonably foreseen or made provision for, i.e., force
majeure

b. Intentional service interruptions to make repairs or
perform routine maintenance

c. Curtailment.
D. Change in character of service

1. When a change is made by the utility in the type of ser-
vice rendered which would adversely affect the efficiency
of operation or require the adjustment of the equipment of
customers, all customers who may be affected shall be
notified by the utility at least 30 days in advance of the
change or, if such notice is not possible, as early as feasi-
ble. Where adjustments or replacements of the utility’s
standard equipment must be made to permit use under
such changed conditions, adjustments shall be made by
the utility without charge to the customers.

E. Service interruptions

1. Each utility shall make reasonable efforts to reestabl
service within the shortest possible time when servi
interruptions occur.

2. Each utility shall make reasonable provisions to me
emergencies resulting from failure of service, and ea
utility shall issue instructions to its employees coverin
procedures to be followed in the event of emergency
order to prevent or mitigate interruption or impairment o
service.

3. In the event of a national emergency or local disas
resulting in disruption of normal service, the utility may
in the public interest, interrupt service to other custome
to provide necessary service to civil defense or oth
emergency service agencies on a temporary basis u
normal service to these agencies can be restored.

4. When a utility plans to interrupt service for more tha
four hours to perform necessary repairs or maintenan
the utility shall attempt to inform affected customers 
least 24 hours in advance of the scheduled date and e
mated duration of the service interruption. Such repa
shall be completed in the shortest possible time to mi
mize the inconvenience to the customers of the utility.

5. The Commission shall be notified of interruptions in se
vice affecting the entire system or any major divisio
thereof. The interruption of service and cause shall 
reported within one hour after the responsible represen
tive of the utility becomes aware of said interruption b
telephone to the Commission and followed by a writte
report to the Commission.

F. Heat value standard for natural gas
1. Each gas utility operating under the jurisdiction of th

Commission shall supply gas to its customers with 
average total heating value of not less than 900 Btu’s 
cubic foot. The number of Btu’s per cubic foot actuall
delivered through the customer’s meter will vary accor
ing to the altitude/elevation of the location where the cu
tomer is being provided service.

G. Standard delivery pressure
1. Each utility shall maintain a standard delivery pressure

the outlet of the customer’s meter of approximately 0.2
pounds per square inch gauge subject to variation un
load conditions.

2. In cases where a customer desires service at greater 
standard delivery pressure, the utility may supply at 
option such greater pressure if and only as long as the 
nishing of gas to such customer at higher than stand
delivery pressure will not be detrimental to the service 
other customers of the utility. The utility reserves th
right to lower said delivery pressure or discontinue th
delivery of gas at higher pressure at any time upon re
sonable notice to the customer. Where service is provid
at such higher pressure, the meter volumes shall be c
rected to that higher pressure.

H. Curtailment
1. Each utility shall file with the Commission as a part of i

general tariffs a procedural plan for handling severe su
ply shortages or service curtailments. The plan shall p
vide for equitable treatment of individual custome
classes in the most reasonable and effective manner g
the existing circumstances. When the availability of se
vice is so restricted that the reduction of service on a p
portionate basis to all customer classes will not mainta
the integrity of the total system, the utility shall develo
procedures to curtail service giving service priority t
those customers and/or customer classes where he
safety and welfare would be adversely affected.
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Historical Note
Adopted effective March 2, 1982 (Supp. 82-2). Amended 

by deleting subsection (I) effective October 23, 1987 
(Supp. 87-4).

R14-2-309. Meter reading
A. Company or customer meter reading

1. Each utility may at its discretion allow for customer read-
ing of meters.

2. It shall be the responsibility of the utility to inform the
customer how to properly read his or her meter.

3. Where a customer reads his or her own meter, the utility
will read the customer’s meter at least once every six
months.

4. The utility shall provide the customer with postage-paid
cards or other methods to report the monthly reading to
the utility.

5. Each utility shall specify the timing requirements for the
customer to submit his or her monthly meter reading to
conform with the utility’s billing cycle.

6. In the event the customer fails to submit the reading on
time, the utility may issue the customer an estimated bill.

7. Meters shall be read monthly on as close to the same day
as practical.

B. Measuring of service
1. All gas sold by a utility shall be metered except in the

case of gas sold according to a fixed charge schedule or
when otherwise authorized by the Commission.

2. When there is more than one meter at a location, the
metering equipment shall be so tagged or plainly marked
as to indicate the facilities being metered.

C. Customer requested retreads
1. Each utility shall at the request of a customer reread the

customer’s meter within ten working days after such
request by the customer.

2. Any rereads may be charged to the customer at a rate on
file and approved by the Commission, provided that the
original reading was not in error.

3. When a reading is found to be in error, the reread shall be
at no charge to the customer.

D. Access to customer premises
1. Each utility shall at all times have the right of safe ingress

to and egress from the customer’s premises at all reason-
able hours for any purpose reasonably connected with the
furnishing of service and the exercise of any and all rights
secured to it by law or these rules.

E. Meter testing and maintenance program
1. Each utility shall file with the Commission subject to

review and approval a plan for routine maintenance and
replacement of meters.

2. Each utility shall file an annual report with the Commis-
sion summarizing the results of the meter maintenance
and testing program for that year. At a minimum the
report should include the following data:
a. Total number of meters tested, at company initiative

or upon customer request.
b. Number of meters tested which were outside the

acceptable error allowance ± 3%.
F. Customer requested meter tests

1. A utility shall test a meter upon customer request, and
each utility shall be authorized to charge the customer for
such meter test according to the tariff on file and
approved by the Commission. However, if the meter is
found to be in error by more than 3%, no meter testing fee
will be charged to the customer.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2).

R14-2-310. Billing and collection
A. Frequency and estimated bills

1. Each utility shall bill monthly for services rendered
Meter readings shall be scheduled for periods of not le
than 25 days or more than 35 days.

2. If the utility is unable to read the meter on the schedu
meter read date, the utility will estimate the consumpti
for the billing period giving consideration to the follow
ing factors where applicable:
a. The customer’s usage during the same month of 

previous year
b. The amount of usage during the preceding month

3. After the second consecutive month of estimating t
customer’s bill for reasons other than severe weather, 
utility will attempt to secure an accurate reading of th
meter.

4. Failure on the part of the customer to comply with a re
sonable request by the utility for access to its meter m
lead to the discontinuance of service.

5. Estimated bills will be issued only under the followin
conditions:
a. Failure of a customer who read his own meter 

deliver his meter reading card to the utility in acco
dance with the requirements of the utility billing
cycle.

b. Severe weather conditions which prevent the utili
from reading the meter.

c. Circumstances that make it impossible to read t
meter, i.e., locked gates, blocked meters, vicious 
dangerous animals, etc.

6. Each bill based on estimated usage will indicate that i
an estimated bill.

B. Combining meters, minimum bill information
1. Each meter at a customer’s premises will be conside

separately for billing purposes, and the readings of two
more meters will not be combined except those approv
by the utility.

2. Each bill for residential service will contain the following
minimum information:
a. Date and meter reading at the start of billing peri

or number of days in the billing period
b. Date and meter reading at the end of the billin

period
c. Billed usage
d. Rate schedule number
e. Utility telephone number
f. Customer’s name
g. Service account number
h. Amount due and due date
i. Past due amount
j. Adjustment factor, where applicable
k. Taxes
l. The Arizona Corporation Commission and addres

thereof.
C. Billing terms

1. All bills for utility services are due and payable no late
than ten days from the date the bill is rendered. Any pa
ment not received within this time frame shall be consi
ered past due.

2. For purposes of this rule, the date a bill is rendered m
be evidenced by:
a. The postmark date
b. The mailing date
Supp. 99-2 Page 74 June 30, 1999
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c. The billing date shown on the bill (however, the bill-
ing date shall not differ from the postmark or mail-
ing date by more than two days).

3. All past due bills for utility services are due and payable
within 15 days. Any payment not received within this
time frame shall be considered delinquent.

4. All delinquent bills for which payment has not been
received within five days shall be subject to the provi-
sions of the utility’s termination procedures.

5. All payments shall be made at or mailed to the office of
the utility or to the utility’s duly authorized representa-
tive.

D. Applicable tariffs, prepayment, failure to receive, commence-
ment date, taxes
1. Each customer shall be billed under the applicable tariff

indicated in the customer’s application for service.
2. Each utility shall make provisions for advance payment

of utility services.
3. Failure to receive bills or notices which have been prop-

erly placed in the United States mail shall not prevent
such bills from becoming delinquent nor relieve the cus-
tomer of his obligations therein.

4. Charges for service commence when the service is
installed and connection made, whether used or not.

E. Meter error corrections
1. If any meter after testing is found to be more than 3% in

error, either fast or slow, proper correction between 3%
and the amount of the error shall be made of previous
readings and adjusted bills shall be rendered according to
the following terms:
a. For the period of three months immediately preced-

ing the removal of such meter from service for test
or from the time the meter was in service since last
tested, but not exceeding three months since the
meter shall have been shown to be in error by such
test.

b. From the date the error occurred, if the date of the
cause can be definitely fixed.

2. No adjustment shall be made by the utility except to the
customer last served by the meter tested.

F. Insufficient funds (NSF) checks
1. A utility shall be allowed to recover a fee, as approved by

the Commission in a tariff proceeding, for each instance
where a customer tenders payment for utility service with
an insufficient funds check.

2. When the utility is notified by the customer’s bank that
there are insufficient funds to cover the check tendered
for utility service, the utility may require the customer to
make payment in cash, by money order, certified check,
or other means which guarantee the customer’s payment
to the utility.

3. A customer who tenders an insufficient check shall in no
way be relieved of the obligation to render payment to the
utility under the original terms of the bill nor defer the
utility’s provision for termination of service for nonpay-
ment of bills.

G. Levelized billing plan
1. Each utility may, at its option, offer its residential cus-

tomers a levelized billing plan.
2. Each utility offering a levelized billing plan shall develop

upon customer request an estimate of the customer’s lev-
elized billing for a 12-month period based upon:
a. Customer’s actual consumption history, which may

be adjusted for abnormal conditions such as weather
variations.

b. For new customers, the utility will estimate con
sumption based on the customer’s anticipated lo
requirements.

c. The utility’s tariff schedules approved by the Com
mission applicable to that customer’s class of se
vice.

3. The utility shall provide the customer a concise explan
tion of how the levelized billing estimate was develope
the impact of levelized billing on a customer’s monthl
utility bill, and the utility’s right to adjust the customer’s
billing for any variation between the utility’s estimate
billing and actual billing.

4. For those customers being billed under a levelized billi
plan, the utility shall show, at a minimum, the following
information on the customer’s monthly bill:
a. Actual consumption
b. Amount due for actual consumption
c. Levelized billing amount due
d. Accumulated variation in actual versus levelize

billing amount.
5. The utility may adjust the customer’s levelized billing i

the event the utility’s estimate of the customer’s usa
and/or cost should vary significantly from the customer
actual usage and/or cost; such review to adjust 
amount of the levelized billing may be initiated by th
utility or upon customer request.

H. Elevation/pressure adjustment
1. Each gas utility shall, as a part of a general rate proce

ing, file an adjustment factor to be applied to custom
meter recordings to adjust for differences in pressure d
to elevation.

I. Deferred payment plan
1. Each utility may, prior to termination, offer to qualifying

residential customers a deferred payment plan for the c
tomer to retire unpaid bills for utility service.

2. Each deferred payment agreement entered into by 
utility and the customer due to the customer’s inability 
pay an outstanding bill in full shall provide that servic
will not be discontinued if:
a. Customer agrees to pay a reasonable amount of

outstanding bill at the time the parties enter into th
deferred payment agreement.

b. Customer agrees to pay all future bills for utility se
vice in accordance with the billing and collection
tariffs of the utility.

c. Customer agrees to pay a reasonable portion of 
remaining outstanding balance in installments ove
period not to exceed six months.

3. For the purposes of determining a reasonable installm
payment schedule under these rules, the utility and 
customer shall give consideration to the following cond
tions:
a. Size of the delinquent account
b. Customer’s ability to pay
c. Customer’s payment history
d. Length of time that the debt has been outstanding
e. Circumstances which resulted in the debt being o

standing
f. Any other relevant factors related to the circum

stances of the customer.
4. Any customer who desires to enter into a deferred p

ment agreement shall establish such agreement prio
the utility’s scheduled termination date for nonpayme
of bills; customer failure to execute a deferred payme
agreement prior to the scheduled termination date sh
June 30, 1999 Page 75 Supp. 99-2
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not prevent the utility from discontinuing service for non-
payment.

5. Deferred payment agreements may be in writing and may
be signed by the customer and an authorized utility repre-
sentative.

6. A deferred payment agreement may include a finance
charge as approved by the Commission in a tariff pro-
ceeding.

7. If a customer has not fulfilled the terms of a deferred pay-
ment agreement, the utility shall have the right to discon-
nect service pursuant to the utility’s termination of
service rules and, under such circumstances, it shall not
be required to offer subsequent negotiation of a deferred
payment agreement prior to disconnection.

J. Change of occupancy
1. Not less than three working days advance notice must be

given in person, in writing, or by telephone at the utility’s
office to discontinue service or to change occupancy.

2. The outgoing party shall be responsible for all utility ser-
vices provided and/or consumed up to the scheduled turn-
off date.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2).

R14-2-311. Termination of service
A. Nonpermissible reasons to disconnect service

1. A utility may not disconnect service for any of the rea-
sons stated below:
a. Delinquency in payment for services rendered to a

prior customer at the premises where service is
being provided, except in the instance where the
prior customer continues to reside on the premises.

b. Failure of the customer to pay for services or equip-
ment which are not regulated by the Commission.

c. Nonpayment of a bill related to another class of ser-
vice.

d. Failure to pay for a bill to correct a previous under-
billing due to an inaccurate meter or meter failure if
the customer agrees to pay over a reasonable period
of time.

e. A utility shall not terminate residential service
where the customer has an inability to pay and:
i. The customer can establish

through medical documentation that, in the
opinion of a licensed medical physician, termi-
nation would be especially dangerous to the
customer or a permanent resident residing on
the customer’s premises health, or

ii. Life supporting equipment used
in the home that is dependent on utility service
for operation of such apparatus, or

iii. Where weather will be espe-
cially dangerous to health as defined herein or
as determined by the Commission.

f. Residential service to ill, elderly, or handicapped
persons who have an inability to pay will not be ter-
minated until all of the following have been
attempted:
i. The customer has been informed

of the availability of funds from various gov-
ernment and social assistance agencies

ii. A third party previously desig-
nated by the customer has been notified and has
not made arrangements to pay the outstanding
utility bill.

g. A customer utilizing the provisions of e. or f. abov
may be required to enter into a deferred payme
agreement with the utility within ten days after th
scheduled termination date.

h. Failure to pay the bill of another customer as guara
tor thereof.

i. Disputed bills where the customer has complie
with the Commission’s rules on customer bill dis
putes.

B. Termination of service without notice
1. Utility service may be disconnected without advanc

written notice under the following conditions:
a. The existence of an obvious hazard to the safety

health of the consumer or the general population.
b. The utility has evidence of meter tampering or frau
c. Failure of a customer to comply with the curtailmen

procedures imposed by a utility during supply shor
ages.

2. The utility shall not be required to restore service until t
conditions which resulted in the termination have be
corrected to the satisfaction of the utility.

3. Each utility shall maintain a record of all terminations o
service without notice. This record shall be maintaine
for a minimum of one year and shall be available f
inspection by the Commission.

C. Termination of service with notice
1. A utility may disconnect service to any customer for an

reason stated below provided the utility has met t
notice requirements established by the Commission:
a. Customer violation of any of the utility’s tariffs.
b. Failure of the customer to pay a delinquent bill fo

utility service.
c. Failure to meet or maintain the utility’s depos

requirements.
d. Failure of the customer to provide the utility reaso

able access to its equipment and property.
e. Customer breach of a written contract for servi

between the utility and customer.
f. When necessary for the utility to comply with an

order of any governmental agency having such jur
diction.

2. Each utility shall maintain a record of all terminations o
service with notice. This record shall be maintained f
one year and be available for Commission inspection.

D. Termination notice requirements
1. No utility shall terminate service to any of its custome

without providing advance written notice to the custom
of the utility’s intent to disconnect service, except und
those conditions specified where advance written not
is not required.

2. Such advance written notice shall contain, at a minimu
the following information:
a. The name of the person whose service is to be ter

nated and the address where service is being r
dered.

b. The utility tariff that was violated and explanatio
thereof or the amount of the bill which the custome
has failed to pay in accordance with the payme
policy of the utility, if applicable.

c. The date on or after which service may be term
nated.

d. A statement advising the customer that the utility
stated reason for the termination of services may 
disputed by contacting the utility at a specifi
address or phone number, advising the utility of th
dispute and making arrangements to discuss 
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cause for termination with a responsible employee
of the utility in advance of the scheduled date of ter-
mination. The responsible employee shall be
empowered to resolve the dispute and the utility
shall retain the option to terminate service after
affording this opportunity for a meeting and con-
cluding that the reason for termination is just and
advising the customer of his right to file a complaint
with the Commission.

3. Where applicable, a copy of the termination notice will
be simultaneously forwarded to designated third parties.

E. Timing of terminations with notice
1. Each utility shall be required to give at least five days’

advance written notice prior to the termination date.
2. Such notice shall be considered to be given to the cus-

tomer when a copy thereof is left with the customer or
posted first class in the United States mail, addressed to
the customer’s last known address.

3. If after the period of time allowed by the notice has
elapsed and the delinquent account has not been paid nor
arrangements made with the utility for the payment
thereof or in the case of a violation of the utility’s rules
the customer has not satisfied the utility that such viola-
tion has ceased, the utility may then terminate service on
or after the day specified in the notice without giving fur-
ther notice.

4. Service may only be disconnected in conjunction with a
personal visit to the premises by an authorized represen-
tative of the utility.

5. The utility shall have the right (but not the obligation) to
remove any or all of its property installed on the cus-
tomer’s premises upon the termination of service.

F. Landlord/tenant rule
1. In situations where service is rendered at an address dif-

ferent from the mailing address of the bill or where the
utility knows that a landlord/tenant relationship exists and
that the landlord is the customer of the utility, and where
the landlord as a customer would otherwise be subject to
disconnection of service, the utility may not disconnect
service until the following actions have been taken:
a. Where it is feasible to so provide service, the utility,

after providing notice as required in these rules,
shall offer the occupant the opportunity to subscribe
for service in his or her own name. If the occupant
then declines to so subscribe, the utility may discon-
nect service pursuant to the rules.

b. A utility shall not attempt to recover from a tenant or
condition service to a tenant with the payment of any
outstanding bills or other charges due upon the out-
standing account of the landlord.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2).

Editor’s Note: The following Section was amended under an
exemption from the Attorney General approval provisions of the
Arizona Administrative Procedure Act (See State of Arizona v.
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (Ct.
App. 1992), as determined by the Corporation Commission. This
exemption means that the rules as amended were not approved by
the Attorney General.

R14-2-312. Administrative and Hearing Requirements
A. Customer service complaints

1. Each utility shall make a full and prompt investigation of
all service complaints made by its customers, either
directly or through the Commission.

2. The utility shall respond to the complainant and/or the
Commission representative within five working days as
to the status of the utility investigation of the complaint.

3. The utility shall notify the complainant and/or the Com-
mission representative of the final disposition of each
complaint. Upon request of the complainant or the Com-
mission representative, the utility shall report the findings
of its investigation in writing.

4. The utility shall inform the customer of his right of appeal
to the Commission.

5. Each utility shall keep a record of all written service com-
plaints received which shall contain, at a minimum, the
following data:
a. Name and address of the complainant
b. Date and nature of the complaint
c. Disposition of the complaint
d. A copy of any correspondence between the utility,

the customer, and/or the Commission.
This record shall be maintained for a minimum period of
one year and shall be available for inspection by the
Commission.

B. Customer bill disputes
1. Any utility customer who disputes a portion of a bill ren-

dered for utility service shall pay the undisputed portion
of the bill and notify the utility’s designated representa
tive that such unpaid amount is in dispute prior to th
delinquent date of the bill.

2. Upon receipt of the customer notice of dispute, the util
shall:
a. Notify the customer within five working days of the

receipt of a written dispute notice.
b. Initiate a prompt investigation as to the source of t

dispute.
c. Withhold disconnection of service until the invest

gation is completed and the customer is informed 
the results. Upon request of the customer the util
shall report the results of the investigation in wri
ing.

d. Inform the customer of his right of appeal to th
Commission.

3. Once the customer has received the results of the utili
investigation, the customer shall submit payment with
five working days to the utility for any disputed amount
Failure to make full payment shall be grounds for term
nation of service.

C. Commission resolution of service and/or bill disputes
1. In the event a customer and utility cannot resolve a s

vice and/or bill dispute, the customer shall file a writte
statement of dissatisfaction with the Commission; by su
mitting such notice to the Commission, the custom
shall be deemed to have filed an informal complai
against the utility.

2. Within 30 days of the receipt of a written statement 
customer dissatisfaction related to a service or bill d
pute, a designated representative of the Commission s
endeavor to resolve the dispute by correspondence an
telephone with the utility and the customer. If resolutio
of the dispute is not achieved within 20 days of the Com
mission representative’s initial effort, the Commissio
shall hold an informal hearing to arbitrate the resolutio
of the dispute. The informal hearing shall be governed 
the following rules:
a. Each party may be represented by legal counse

desired.
b. All such informal hearings may be recorded or he

in the presence of a stenographer.
June 30, 1999 Page 77 Supp. 99-2
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c. All parties will have the opportunity to present writ-
ten or oral evidentiary material to support the posi-
tions of the individual parties.

d. All parties and the Commission’s representative
shall be given the opportunity for cross-examination
of the various parties.

e. The Commission’s representative will render a writ-
ten decision to all parties within five working days
after the date of the informal hearing. Such written
decision of the arbitrator is not binding on any of the
parties and the parties will still have the right to
make a formal complaint to the Commission.

3. The utility may implement normal termination proce-
dures if the customer fails to pay all bills rendered during
the resolution of the dispute by the Commission.

4. Each utility shall maintain a record of written statements
of dissatisfaction and their resolution for a minimum of
one year and make such records available for Commis-
sion inspection.

D. Notice by utility of responsible officer or agent
1. Each utility shall file with the Commission a written

statement containing the name, address (business, resi-
dence and post office) and telephone numbers (business
and residence) of at least one officer, agent or employee
responsible for the general management of its operations
as a utility in Arizona.

2. Each utility shall give notice, by filing a written statement
with the Commission, of any change in the information
required herein within five days from the date of any such
change.

E. Time-frames for processing applications for Certificates of
Convenience and Necessity
1. This rule prescribes time-frames for the processing of any

application for a Certificate of Convenience and Neces-
sity issued by the Arizona Corporation Commission pur-
suant to this Article. These time-frames shall apply to
applications filed on or after the effective date of this
rule.

2. Within 120 calendar days after receipt of an application
for a new Certificate of Convenience and Necessity, or to
amend or change the status of any existing Certificate of
Convenience and Necessity, staff shall notify the appli-
cant, in writing, that the application is either administra-
tively complete or deficient. If the application is
deficient, the notice shall specify all deficiencies.

3. Staff may terminate an application if the applicant does
not remedy all deficiencies within 60 calendar days of the
notice of deficiency.

4. After receipt of a corrected application, staff shall notify
the applicant within 30 calendar days if the corrected
application is either administratively complete or defi-
cient. The time-frame for administrative completeness
review shall be suspended from the time the notice of
deficiency is issued until staff determines that the appli-
cation is complete.

5. Within 150 days after an application is deemed adminis-
tratively complete, the Commission shall approve or
reject the application.

6. For purposes of A.R.S. § 41-1072 et seq., the Commis-
sion has established the following time-frames:
a. Administrative completeness 

review time-frame: 120 calendar days,
b. Substantive review

time-frame: 150 calendar days,
c. Overall time-frame: 270 calendar days.

7. If an applicant requests, and is granted, an extension
continuance, the appropriate time-frames shall be toll
from the date of the request during the duration of t
extension or continuance.

8. During the substantive review time-frame, the Comm
sion may, upon its own motion or that of any intereste
party to the proceeding, request a suspension of the tim
frame rules.

F. Filing tariffs
1. Each utility shall file with the Commission tariffs which

are in compliance with the rules and regulations prom
gated by the Arizona Corporation Commission withi
120 days of the effective date of such rules.

2. Each utility shall file with the Commission any propose
changes to the tariffs on file with the Commission; suc
proposed changes shall be accompanied by a stateme
justification supporting the proposed tariff change.

3. Any proposed change to the tariffs on file with the Com
mission shall not be effective until reviewed an
approved by the Commission.

G. Accounts and records
1. Each utility shall keep general and auxiliary accountin

records reflecting the cost of its properties, operati
income and expense, assets and liabilities, and all ot
accounting and statistical data necessary to give comp
and authentic information as to its properties and ope
tions.

2. Each utility shall maintain its books and records in co
formity with the Uniform Systems of Accounts for Clas
A, B, C and D Gas Utilities as adopted and amended 
the Federal Energy Regulatory Commission.

3. A utility shall produce or deliver in this state any or all o
its formal accounting records and related documen
requested by the Commission. It may, at its option, pr
vide verified copies of original records and documents.

4. All utilities shall submit an annual report to the Commi
sion on a form prescribed by it. The annual report shall 
filed on or before the 15th day of April for the precedin
calendar year. Reports prepared by a certified or licens
public accountant on the utility, if any, shall accompan
the annual report.

5. All utilities shall file with the Commission a copy of al
reports required by the Securities and Exchange Comm
sion.

6. All utilities shall file with the Commission a copy of al
annual reports required by the Federal Energy Regulat
Commission.

H. Maps
1. All utilities shall file with the Commission a map or map

clearly setting forth the location and extent of the area 
areas they hold under approved certificates of conv
nience and necessity, in accordance with the Cadas
(Rectangular) Survey of the United States Bureau 
Land Management, or by metes and bounds with a st
ing point determined by the aforesaid Cadastral Survey

I. Variations, exemptions of Commission rules and regulations
1. Variations or exemptions from the terms and requir

ments of any of the rules included herein (Title 14, Cha
ter 2, Article 3) shall be considered upon the verifie
application of an affected party to the Commission setti
forth the circumstances whereby the public intere
requires such variation or exemption from the Commi
sion rules and regulations. Such application will be su
ject to the review of the Commission, and any variatio
or exemption granted shall require an order of the Co
mission. In case of conflict between these rules and re
Supp. 99-2 Page 78 June 30, 1999
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lations and an approved tariff or order of the
Commission, the provisions of the tariff or order shall
apply.

J. Prior agreements
1. The adoption of these rules by the Commission shall not

affect any agreements entered into between the utility and
customers or other parties who, pursuant to such con-
tracts, arranged for the extension of facilities in a provi-
sion of service prior to the effective date of these rules.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2). Amended 
effective December 31, 1998, under an exemption from 
the Attorney General certification requirements of the 
Arizona Administrative Procedure Act (Supp. 98-4). 

Amended effective December 31, 1998, under an exemp-
tion as determined by the Arizona Corporation Commis-

sion (Supp. 98-4).

R14-2-313. Conservation
Energy conservation plan

1. The Arizona Corporation Commission recognizes the
need for conservation of energy resources in order to
maintain an adequate and continuous supply of safe,
dependable, and affordable energy. Therefore, in order to
promote the state’s economic development and the health
and welfare of its citizenry, each class A and B gas utility
shall file an energy conservation plan which encompasses
at a minimum the following considerations:
a. Development of consumer education and assistance

programs to aid the populace in reducing energy
consumption and cost.

b. Participation in various energy conservation pro-
grams sponsored by other municipal, state or federal
government entities having such jurisdiction.

2. Each utility shall file an energy conservation plan with
the Commission within one year of the effective date of
these rules and annual updates thereafter when changes
require such.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2).

R14-2-314. Intermittent gas ignition
A. Application and scope. The provisions of this rule are applica-

ble to the following types of gas appliances:
1. All residential gas-fired space heating equipment requir-

ing electrical supply for operation,
2. All residential gas-fired clothes dryers,
3. All residential gas-fired household cooking appliances

having an electrical supply cord or electrical junction
box,

4. All residential gas-fired air conditioners,
5. All residential decorative gas lots which are automati-

cally ignited and require electrical supply for operation,
6. All residential vented decorative gas appliances which

are automatically lighted and require electrical supply for
operation.

B. Prohibition of distribution, sales and installation
1. No person shall cause to be distributed, sold or installed

in this state a newly produced gas appliance subject to
this rule which has not been certified by the Commission.
This prohibition shall not take effect for any particular
type of gas appliance until 24 months after at least one
model of that type of appliance has been certified by the
Commission.

2. All gas appliances certified by the Commission shall have
the statement, “This appliance is equipped with an inter-

mittent type ignition device” or “Equipped with IID” or
“IID Equipped” on the rating plate.

C. Definitions. For the purpose of this rule, and unless otherw
indicated, the following definitions shall apply in addition t
those definitions shown in Title 40, Section 1, Chapter 7, Ar
cle 1, Paragraph 40-1201, of the A.R.S.:
1. “Certified by the Commission” means that the Commi

sion has acknowledged receipt of one of the following f
an appliance equipped with an intermittent type ignitio
device; a photostatic copy of the A.G.A. Appliance Ce
tificate or the UL Listing Certificate; a listing of the
appliance in the A.G.A. “Directory of Certified Appli-
ances and Accessories” or the UL “Gas and Oil Equi
ment List”; or a certified test report from a recognize
independent testing laboratory acceptable to the Comm
sion stating that the appliance has been tested and c
forms to the applicable American National Standards 
mentioned below.

2. “Newly produced” means not previously used for the pu
pose for which designed or any other related purpose a
constructed entirely of new unused parts and materials

3. “Rating plate” means a plate, or combination of adjace
plates located so as to be easily read when the applia
is in a normally installed position.

D. Gas-fired space heating equipment.
1. Except as otherwise provided, all intermittent type ign

tion devices used on gas-fired space heating equipm
shall be certified by the Commission if they comply wit
the standards approved by the American National Sta
dards Institute, Inc., known as: ANSI Z21.20-1975, Auto
matic Gas Ignition Systems and Components.

2. Except as otherwise provided, gas-fired space heat
equipment shall be certified by the Commission if it com
plies with one of the standards approved by the Americ
National Standards Institute, Inc., known as:
a. ANSI Z21.47-1973-Gas-Fired Gravity and Force

Air Central Furnaces, addenda Z21.47a-1974, a
addenda Z21.47b-1975.

b. ANSI Z21-11.1-1974-Vented Room Heaters
addenda Z21.11.1a-1975 and addenda Z21.11.
1976.

c. ANSI Z21.13-1974-Gas-Fired Low-Pressure Stea
and Hot Water Boilers, and addenda Z21.13a-197

d. ANSI Z21.44-1977-Gas-Fired Gravity and Fa
Type Sealed Combustion System Wall Furnaces.

e. ANSI Z21.49-1975-Gas-Fired Gravity and Fa
Type Vented Wall Furnaces and addenda Z21.49
1977.

f. ANSI Z21.48-1973-Gravity and Fan Type Floo
Furnaces and addenda Z21.48a-1974 and adde
Z21.48b-1975.

E. Gas clothes dryers.
1. Except as otherwise provided, all intermittent type ign

tion devices used on gas clothes dryers shall be certif
by the Commission if they comply with the standard
approved by the American National Standards Institu
Inc., known as: ANSI Z21.20-1975-Automatic Gas Ign
tion Systems and Components.

2. Except as otherwise provided, gas clothes dryers shal
certified by the Commission, if they comply with the
standards approved by the American National Standa
Institute, Inc., known as ANSI Z21.5.1-1975-Type 
Clothes Dryers.

F. Household cooking gas appliances.
1. Except as otherwise provided, all intermittent type ign

tion devices used on a household cooking gas applia
June 30, 1999 Page 79 Supp. 99-2
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shall be certified by the Commission if they comply with
the standards approved by the American National Stan-
dards Institute, Inc., known as: ANSI Z21.20-1975-Auto-
matic Gas Ignition Systems and Component.

2. Except as otherwise provided, household cooking gas
appliances shall be certified by the Commission if they
comply with the standards approved by the American
National Standards Institute, Inc., known as: ANSI
Z21.1-1974-Household Cooking Appliances, addenda
Z21.1a-1974, and addenda Z21.1b-1976.

G. Gas-fired air conditioners.
1. Except as otherwise provided, all intermittent type igni-

tion devices used on a gas-fired air conditioner shall be
certified by the Commission if they comply with the stan-
dards approved by the American National Standards
Institute, Inc., known as: ANSI Z21.20-1975-Automatic
Gas Ignition Systems and Components.

2. Except as otherwise provided, gas-fired air conditioners
shall be certified by the Commission, if they comply with
the standards approved by the American National Stan-
dards Institute, Inc., known as: ANSI Z21.40.1-1973-
Gas-Fired Absorption Summer Air Conditioning Appli-
ances, and addenda Z21.40.1a-1974.

H. Decorative gas logs.
1. Shall be certified by the Commission if they comply with

the standards approved by the American National Stan-
dards Institute, Inc., known as: ANSI Z21.20-1975-Auto-
matic Gas Ignition Systems and Components.

2. Except as otherwise provided, gas-fired decorative gas
logs shall be certified by the Commission if they comply
with the standards approved by the American National
Standards Institute, Inc., known as: ANSI Z21.60-1975-
Decorative Gas Appliances for Installation in Vented
Fireplaces and addenda Z21.60a-1976.

I. Vented decorative gas appliances.
1. Shall be certified by the Commission if they comply with

the standards approved by the American National Stan-
dards Institute, Inc., known as: ANSI Z21.20-1975-Auto-
matic Gas Ignition Systems and Components.

2. Except as otherwise provided, gas-fired vented decora-
tive appliances shall be certified by the Commission if
they comply with the standards approved by the Ameri-
can National Standards Institute, Inc., known as: ANSI
Z21.50-1973-Vented Decorative Gas Appliances,
addenda Z21.50a-1974 and addenda Z21.50b-1974.

J. The statement mentioned in paragraph (B)(2) which is
required on the rating plate will be the Seal of Certification for
Arizona. The rating plate will be furnished and applied and
distributed by the manufacturer.

K. The Utilities Division of this Commission is charged with the
duty of maintaining the records necessary for the control of the
Certification Program and will notify manufacturers in accor-
dance with paragraph 40-1204, Article 1, Chapter 7, Title 40
of the Arizona Revised Statutes.

L. Variance. Variation from the terms and conditions of this rule
shall be permitted only upon the verified application of an
affected party to the Commission, setting forth the circum-
stances whereby the public interest requires such variation,
and upon the issuance of a special Order of the Commission.
The Commission may require an application for such variation
to be presented in a public hearing.

Historical Note
Former Section R14-2-135 renumbered as Section R14-

2-314 without change effective March 2, 1982 
(Supp. 82-2).

ARTICLE 4. WATER UTILITIES

R14-2-401. Definitions
In this Article, unless the context otherwise requires, the following
definitions shall apply:

1. “Advance in aid of construction”. Funds provided to th
utility by the applicant under the terms of a main exte
sion agreement the value of which may be refundable.

2. “Applicant”. A person requesting the utility to supply
water service.

3. “Application”. A request to the utility for water service
as distinguished from an inquiry as to the availability o
charges for such service.

4. “Arizona Corporation Commission”. The regulator
authority of the state of Arizona having jurisdiction ove
public service corporations operating in Arizona.

5. “Billing month”. The period between any two regula
readings of the utility’s meters at approximately 30 da
intervals.

6. “Billing period”. The time interval between two consecu
tive meter readings that are taken for billing purposes.

7. “Commodity charge”. The unit of cost per billed usag
as set forth in the utility’s tariffs.

8. “Contributions in aid of construction”. Funds provided t
the utility by the applicant under the terms of a ma
extension agreement and/or service connection tariff 
value of which are not refundable.

9. “Customer”. The person or entity in whose name serv
is rendered, as evidenced by the signature on the appl
tion or contract for that service, or by the receipt and/
payment of bills regularly issued in his name regardle
of the identity of the actual user of the service.

10. “Customer charge”. The amount the customers must p
the utility for the availability of water service, excluding
any water used, as specified in the utility’s tariffs.

11. “Day”. Calendar day.
12. “Distribution main”. A water main of the utility from

which service connections may be extended to custom
13. “Interruptible water service”. Water service that is su

ject to interruption or curtailment.
14. “Main extension”. The mains and ancillary equipme

necessary to extend the existing water distribution syst
to provide service to additional customers.

15. “Master meter”. A meter for measuring or recording th
flow of water at a single location where said water 
transported through an underground piping system to t
ants or occupants for their individual consumption.

16. “Meter”. The instrument for measuring and indicating 
recording the volume of water that has passed through

17. “Meter tampering”. A situation where a meter has be
illegally altered. Common examples are meter bypassi
use of magnets to slow the meter recording, and brok
meter seals.

18. “Minimum charge”. The amount the customer must p
for the availability of water service, including an amoun
of usage, as specified in the utility’s tariffs.

19. “Minimum delivery pressure”. 20 pounds per square in
gauge at the meter or point of delivery.

20. “Permanent customer”. A customer who is a tenant 
owner of a service location who applies for and receiv
water service.

21. “Permanent service”. Service which, in the opinion of th
utility, is of a permanent and established character. T
use of water may be continuous, intermittent, or seaso
in nature.
Supp. 99-2 Page 80 June 30, 1999
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22. “Person”. Any individual, partnership, corporation, gov-
ernmental agency, or other organization operating as a
single entity.

23. “Point of delivery”. The point where facilities owned,
leased, or under license by a customer connect to the util-
ity’s pipes or at the outlet side of the meter.

24. “Premises”. All of the real property and apparatus
employed in a single enterprise on an integral parcel of
land undivided by public streets, alleys or railways.

25. “Residential subdivision development”. Any tract of land
which has been divided into four or more contiguous lots
for use for the construction of residential buildings or per-
manent mobile homes for either single or multiple occu-
pancy.

26. “Residential use”. Service to customers using water for
domestic purposes such as personal consumption, water
heating, cooking, and other residential uses and includes
use in apartment buildings, mobile home parks, and other
multiunit residential buildings.

27. “Rules”. The regulations set forth in the tariffs which
apply to the provision of water service.

28. “Service area”. The territory in which the utility has been
granted a Certificate of Convenience and Necessity and is
authorized by the Commission to provide water service.

29. “Service establishment charge”. The charge as specified
in the utility’s tariffs which covers the cost of establishing
a new account.

30. “Service line”. A water line that transports water from a
common source (normally a distribution main) of supply
to the customer’s point of delivery.

31. “Service reconnect charge”. The charge as specified in
the utility’s tariffs which must be paid by the customer
prior to reestablishment of water service each time the
water is disconnected for nonpayment or whenever ser-
vice is discontinued for failure otherwise to comply with
the utility’s fixed rules.

32. “Service reestablishment charge”. A charge as specified
in the utility’s tariffs for service at the same location
where the same customer had ordered a service discon-
nection within the preceding 12-month period.

33. “Single family dwelling”. A house, an apartment, a
mobile home permanently affixed to a lot, or any other
permanent residential unit which is used as a permanent
home.

34. “Tariffs”. The documents filed with the Commission
which list the services and products offered by the water
company and which set forth the terms and conditions
and a schedule of the rates and charges for those services
and products.

35. “Temporary service”. Service to premises or enterprises
which are temporary in character, or where it is known in
advance that the service will be of limited duration. Ser-
vice which, in the opinion of the utility, is for operations
of a speculative character is also considered temporary
service.

36. “Utility”. The public service corporation providing water
service to the public in compliance with state law.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2).

R14-2-402. Certificate of Convenience and Necessity for
water utilities; abandonments
A. Application for new Certificate of Convenience and Necessity

1. Any person or entity who desires to construct and/or
operate a water utility will, prior to commencement of
construction of utility facilities, file an application for a

Certificate of Convenience and Necessity with the Ar
zona Corporation Commission.

2. Six copies of each application for a new Certificate 
Convenience and Necessity shall be submitted in a fo
prescribed by the Commission and shall include, at
minimum, the following information:
a. The proper name and correct address of the p

posed utility company and its owner, if a sole propr
etorship, each partner if a partnership, or th
President and Secretary if a corporation.

b. A copy of the Articles of Partnership or Articles o
Incorporation for the applicant and/or Bylaws if th
utility is a non-profit organization, or association.

c. The type of plant, property, or facility proposed t
be constructed.

d. A complete description of the facilities proposed 
be constructed, including preliminary engineerin
specifications in sufficient detail to properly
describe the principal systems and componen
which meet the requirements of the health depa
ment. Final and complete engineering specificatio
shall be supplied when they become available.

e. The rates proposed to be charged for the service 
will be rendered.

f. The estimated total cost of the proposed constru
tion.

g. The manner of capitalization and method of finan
ing for the project.

h. The financial condition of the applicant.
i. The estimated annual operating revenues a

expenses that are expected to accrue from the p
posed construction.

j. The estimated starting and completion date of t
proposed construction.

k. Maps of the proposed service area.
l. Appropriate city, county and/or state agency appro

als.
m. The estimated number of customers to be served

each of the first five years of operation, includin
documentation to support the estimates.

3. Upon the receipt of such application, the Commissi
staff of the Utilities Division shall review the application
for compliance with the information requirements of th
regulation; additional information, amendments and/
corrections to the application to bring the application in
compliance with this regulation shall be governed by th
Commission’s rules of administrative and hearin
requirements concerning incomplete applications.

4. Once the applicant has satisfied the information requi
ments of this regulation, as well as any additional info
mation required by the staff of the Commission’s Utilitie
Division, the Commission shall, expeditiously as reaso
ably practicable, schedule hearings to consider su
application.

B. Application for discontinuance or abandonment of utility se
vice
1. Any utility proposing to discontinue or abandon utilit

service currently in use by the public shall prior to suc
action obtain authority therefor from the Commission.

2. The utility shall include in the application, studies of pas
present and prospective customer use of the subject 
vice, plant or facility as is necessary to support the app
cation.

3. An application shall not be required to remove individu
facilities where a customer has requested service disc
tinuance.
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C. Additions/extensions to outside existing Certificates of Conve-
nience and Necessity
1. Each utility which proposes to extend utility service to a

location not within its certificated service area, but
located in a non-certificated area contiguous to its certifi-
cated service area, shall prior to the extension of service,
notify the Commission of such service extension. Such
notifications shall be in writing and shall be verified and
shall set forth, at a minimum, the number of persons or
entities proposed to be served by such service extension,
their location in relation to the certificated area of the util-
ity and a statement of the utility that the service extension
is to a non-certificated area which is contiguous to its cer-
tificated area. Where emergency service is required to be
provided to a customer in a non-certificated area contigu-
ous to the utility certificated area the utility shall advise
the Commission simultaneously of such extension and
the written notification shall set forth the nature and
extent of the emergency.

2. For purpose of this rule the following definition of “con-
tiguous” is: Contiguous -- Common, ordinary and
approved meaning. In actual close contact; touching;
bounded or traversed by.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2). Amended 
by adding subsection (C) effective September 28, 1982 

(Supp. 82-5).

R14-2-403. Establishment of service
A. Information from new applicants

1. A utility may obtain the following minimum information
from each new applicant for service:
a. Name or names of applicant(s).
b. Service address or location and telephone number
c. Billing address/telephone number, if different than

service address.
d. Address where service was provided previously.
e. Date applicant will be ready for service.
f. Indication of whether premises have been supplied

with utility service previously.
g. Purpose for which service is to be used.
h. Indication of whether applicant is owner or tenant of

or agent for the premises.
2. Each utility may require a new applicant for service to

appear at the utility’s designated place of business to pro-
duce proof of identity and sign the utility’s application
form.

3. Where service is requested by two or more individuals
the utility shall have the right to collect the full amount
owed to the utility from any one of the applicants.

B. Deposits
1. A utility may require a deposit from any new applicant

for service.
2. The utility shall issue a nonnegotiable receipt to the appli-

cant for the deposit. The inability of the customer to pro-
duce such a receipt shall in no way impair his right to
receive a refund of the deposit which is reflected on the
utility’s records.

3. Interest on deposits shall be calculated annually at an
interest rate filed by the utility and approved by the Com-
mission in a tariff proceeding. In the absence of such, the
interest rate shall be 6%.

4. Interest shall be credited to the customer’s bill annually.
5. Residential deposits shall be refunded within 30 days

after:

a. 12 consecutive months of service without bein
delinquent in the payment of utility bills provided
the utility may reestablish the deposit if the custom
becomes delinquent in the payment of bills two o
more times within a 12-consecutive-month period.

b. Upon discontinuance of service when the custom
has paid all outstanding amounts due the utility.

6. A separate deposit may be required for each me
installed.

7. The amount of a deposit required by the utility shall 
determined according to the following terms:
a. Residential customer deposits shall not exceed t

times the average residential class bill as evidenc
by the utility’s most recent annual report filed with
the Commission.

b. Nonresidential customer deposits shall not exce
two and one-half times that customer’s estimate
maximum monthly bill.

c. The utility may review the customer’s usage aft
service has been connected and adjust the dep
amount based upon the customer’s actual usage.

8. Upon discontinuance of service, the deposit may 
applied by the utility toward settlement of the customer
bill.

C. Grounds for refusal of service
1. A utility may refuse to establish service if any of the fo

lowing conditions exist:
a. The applicant has an outstanding amount due for 

same class of utility service with the utility and th
applicant is unwilling to make arrangements wit
the utility for payment.

b. A condition exists which in the utility’s judgment is
unsafe or hazardous to the applicant, the gene
population, or the utility’s personnel or facilities.

c. Refusal by the applicant to provide the utility with 
deposit.

d. Customer is known to be in violation of the utility’s
tariffs filed with the Commission or of the Commis
sion’s rules and regulations.

e. Failure of the customer to furnish such funds, se
vice, equipment, and/or rights-of-way necessary 
serve the customer and which have been specif
by the utility as a condition for providing service.

f. Applicant falsifies his or her identity for the purpos
of obtaining service.

D. Service establishments, re-establishments or reconnec
charge
1. A utility may make a charge as approved by the Comm

sion for the establishment, reestablishment, or reconn
tion of utility services.

2. Should service be established during a period other t
regular working hours at the customer’s request, the c
tomer may be required to pay an after-hour charge for 
service connection. Where the utility scheduling will no
permit service establishment on the same day reques
the customer can elect to pay the after-hour charge 
establishment that day.

3. For the purpose of this rule, service establishments 
where the customer’s facilities are ready and accepta
to the utility and the utility needs only to install a mete
read a meter, or turn the service on.

E. Temporary service
1. Applicants for temporary service may be required to p

the utility, in advance of service establishment, the es
mated cost of installing and removing the facilities nece
sary for furnishing the desired service.
Supp. 99-2 Page 82 June 30, 1999
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2. Where the duration of service is to be less than one
month, the applicant may also be required to advance a
sum of money equal to the estimated bill for service.

3. Where the duration of service is to exceed one month, the
applicant may also be required to meet the deposit
requirements of the utility.

4. If at any time during the term of the agreement for service
the character of a temporary customer’s operations
changes so that in the opinion of the utility the customer
is classified as permanent, the terms of the utility’s main
extension rules shall apply.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2). Amended 

subsections (B) and (D) effective September 28, 1982 
(Supp. 82-5).

R14-2-404. Minimum customer information requirements
A. Information for residential customers

1. Each utility shall make available upon customer request
not later than 60 days from the date of request a concise
summary of the rate schedule applied for by such cus-
tomer. The summary shall include the following:
a. Monthly minimum or customer charge, identifying

the amount of the charge and the specific amount of
usage included in the minimum charge, where appli-
cable.

b. Rate blocks, where applicable.
c. Any adjustment factor(s) and method of calculation.

2. The utility shall to the extent practical identify the tariff
most advantageous to the customer and notify the cus-
tomer of such prior to service commencement.

3. In addition, a utility shall make available upon customer
request not later than 60 days from the date of request a
copy of the Commission’s rules and regulations govern-
ing:
a. Deposits
b. Terminations of service
c. Billing and collection
d. Complaint handling.

4. Each utility upon written request of a customer shall
transmit a concise statement of actual consumption by
such customer for each billing period during the prior 12
months unless such data is not reasonably ascertainable.

5. Each utility shall inform all new customers of their rights
to obtain the information specified above.

B. Information required due to changes in tariffs
1. Each utility shall transmit to affected customers by the

most economic means available a concise summary of
any change in the utility’s tariffs affecting those custom-
ers.

2. This information shall be transmitted to the affected cus-
tomer within 60 days of the effective date of the change.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2).

R14-2-405. Service connections and establishments
A. Priority and timing of service establishments

1. After an applicant has complied with the utility’s applica-
tion and deposit requirements and has been accepted for
service by the utility, the utility shall schedule that cus-
tomer for service connection and/or establishment.

2. Service establishments shall be scheduled for completion
within five working days of the date the customer has
been accepted for service, except in those instances when
the customer requests service establishment beyond the
five working day limitation.

3. When the utility has made arrangements to meet wit
customer for service establishment purposes and the u
ity or the customer cannot make the appointment duri
the prearranged time, the utility shall reschedule the s
vice establishment to the satisfaction of both parties.

4. Each utility shall schedule service establishment appo
ments within a maximum range of four hours during no
mal working hours, unless another time frame is mutua
acceptable to the utility and the customer.

5. Service establishments shall be made only by qualif
utility service personnel.

6. For the purposes of this rule, service establishments 
where the customer’s facilities are ready and accepta
to the utility and the utility needs only to install or read 
meter or turn the service on.

B. Service lines
1. An applicant for service shall be responsible for the co

of installing all customer piping up to the meter.
2. An applicant for service shall pay to the utility as 

refundable advance in aid of construction the sum as 
forth in the utility’s tariff for each size service and mete
Except where the refundable advances in aid of constr
tion for meters and service lines have been included
refundable advances in aid of construction for line exte
sions and thus are refundable pursuant to main extens
contracts approved by the Commission, each advance
aid of construction for a service line or meter shall b
repaid by the utility by an annual credit of one-tenth 
the amount received, said credit to be applied upon 
water bill rendered in November of each year until ful
paid, for each service and meter for which the advan
was made, and said credit to commence the month
November for all such advances received during the p
ceding calendar year.

3. Where service is being provided for the first time, th
customer shall provide and maintain a private cuto
valve within 18 inches of the meter on the custome
side of the meter, and the utility shall provide a like valv
on the utility’s side of such meter.

4. The Company may install its meter at the property line 
at the Company’s option, on the customer’s property in
location mutually agreed upon.

5. Where the meter or service line location on the cu
tomer’s premises is changed at the request of the c
tomer or due to alterations on the customer’s premis
the customer shall provide and have installed at h
expense all piping necessary for relocating the meter a
the utility may make a charge for moving the meter an
or service line.

6. The customer’s lines or piping must be installed in such
manner as to prevent cross-connection or backflow.

7. Each utility shall file a tariff for service and meter insta
lations for Commission review and approval.

C. Easements and rights-of-way
1. Each customer shall grant adequate easement and r

of-way satisfactory to the utility to ensure that customer
proper service connection. Failure on the part of the c
tomer to grant adequate easement and right-of-way s
be grounds for the utility to refuse service.

2. When a utility discovers that a customer or his agent
performing work or has constructed facilities adjacent 
or within an easement or right-of-way and such wor
construction or facility poses a hazard or is in violation 
federal, state or local laws, ordinances, statutes, rules
regulations, or significantly interferes with the utility’s
access to equipment, the utility shall notify the custom
June 30, 1999 Page 83 Supp. 99-2
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or his agent and shall take whatever actions are necessary
to eliminate the hazard, obstruction or violation at the
customer’s expense.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2). Amended 

subsection (B) effective September 28, 1982 
(Supp. 82-5).

R14-2-406. Main extension agreements
A. Each utility entering into a main extension agreement shall

comply with the provisions of this rule which specifically
defines the conditions governing main extensions.

B. An applicant for the extension of mains may be required to pay
to the Company, as a refundable advance in aid of construc-
tion, before construction is commenced, the estimated reason-
able cost of all mains, including all valves and fittings.
1. In the event that additional facilities are required to pro-

vide pressure, storage or water supply, exclusively for the
new service or services requested, and the cost of the
additional facilities is disproportionate to anticipated rev-
enues to be derived from future consumers using these
facilities, the estimated reasonable cost of such additional
facilities may be included in refundable advances in aid
of construction to be paid to the Company.

2. Upon request by a potential applicant for a main exten-
sion, the utility shall prepare, without charge, a prelimi-
nary sketch and rough estimate of the cost of installation
to be paid by said applicant. Any applicant for a main
extension requesting the utility to prepare detailed plans,
specifications, or cost estimates may be required to
deposit with the utility an amount equal to the estimated
cost of preparation. The utility shall, upon request, make
available within 45 days after receipt of the deposit
referred to above, such plans, specifications, or cost esti-
mates of the proposed main extension. Where the appli-
cant accepts utility construction of the extension, the
deposit shall be credited to the cost of construction; other-
wise the deposit shall be nonrefundable. If the extension
is to include oversizing of facilities to be done at the util-
ity’s expense, appropriate details shall be set forth in the
plans, specifications and cost estimates.

3. Where the utility requires an applicant to advance funds
for a main extension, the utility shall furnish the applicant
with a copy of the Commission rules on main extension
agreements prior to the applicant’s acceptance of the util-
ity’s extension agreement.

4. In the event the utility’s actual cost of construction is less
than the amount advanced by the customer, the utility
shall make a refund to the applicant within 30 days after
the completion of the construction or utility’s receipt of
invoices related to that construction.

5. The provisions of this rule apply only to those applicants
who in the utility’s judgment will be permanent custom-
ers of the utility. Applications for temporary service shall
be governed by the Commission’s rules concerning tem-
porary service applications.

C. Minimum written agreement requirements
1. Each main extension agreement shall include the follow-

ing information:
a. Name and address of applicant(s)
b. Proposed service address
c. Description of requested service
d. Description and map of the requested line extension
e. Itemized cost estimate to include materials, labor,

and other costs as necessary
f. Payment terms

g. A clear and concise explanation of any refundin
provisions, if applicable

h. Utility’s estimated start date and completion date f
construction of the main extension

2. Each applicant shall be provided with a copy of the wr
ten main extension agreement.

D. Refunds of advances made pursuant to this rule shall be m
in accord with the following method: the Company shall ea
year pay to the party making an advance under a main ex
sion agreement, or that party’s assignees or other successo
interest where the Company has received notice and evide
of such assignment or succession, a minimum amount equa
10% of the total gross annual revenue from water sales to e
bona fide consumer whose service line is connected to m
lines covered by the main extension agreement, for a period
not less than ten years. Refunds shall be made by the Comp
on or before the 31st day of August of each year, covering 
refunds owing from water revenues received during the p
ceding July 1st to June 30th period. A balance remaining at
end of the ten-year period set out shall become non-refu
able, in which case the balance not refunded shall be ente
as a contribution in aid of construction in the accounts of t
Company, however, agreements under this general order 
provide that any balance of the amount advanced thereun
remaining at the end of the ten year period set out, shall th
after remain payable in whole or in part and in such manne
is set forth in the agreement.
1. The aggregate refunds under this rule shall in no ev

exceed the total of the refundable advances in aid of c
struction. No interest shall be paid by the utility on an
amounts advanced. The Company shall make no refu
from any revenue received from any lines, other than c
tomer service lines, leading up to or taking off from th
particular main extension covered by the agreement.

E. Amounts advanced in aid of construction of main extensio
shall be refunded in accord with the rules of this Commissi
in force and effect on the date the agreement therefor was 
cuted. All costs under main extension agreements entered 
after the adoption of this rule shall be refunded as provid
herein.

F. The Commission will not approve the transfer of any Certi
cate of Public Convenience and Necessity where the transf
has entered into a main extension agreement, unless it is d
onstrated to the Commission that the transferor has agree
satisfy the refund agreement, or that the transferee 
assumed and has agreed to pay the transferor’s obligat
under such agreement.

G. All agreements entered into under this rule shall be eviden
by a written statement, and signed by the Company and 
parties advancing the funds for advances in aid under this 
or the duly authorized agents of each.

H. The size, design, type and quality of materials of the syste
installed under this rule location in the ground and the man
of installation, shall be specified by the Company, and shall
in accord with the requirements of the Commission or oth
public agencies having authority therein. The Company m
install main extensions of any diameter meeting the requi
ments of the Commission or any other public agencies hav
authority over the construction and operation of the water s
tem and mains, except individual main extensions, shall co
ply with and conform to the following minimum
specifications:
1. 150 p.s.i. working pressure rating and
2. 6” standard diameter.
Supp. 99-2 Page 84 June 30, 1999
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However, single residential customer advances in aid of con-
struction shall not exceed the reasonable cost of construction
of the six-inch diameter main extension.

I. All pipelines, valves, fittings, wells, tanks or other facilities
installed under this rule shall be the sole property of the Com-
pany, and parties making advances in aid of construction
under this rule shall have no right, title or interest in any such
facilities.

J. The Company shall schedule all new requests for main exten-
sion agreements, and for service under main extension agree-
ments, promptly and in the order received.

K. An applicant for service seeking to enter into a main extension
agreement may request that the utility include on a list of con-
tractors from whom bids will be solicited, the name(s) of any
bonded contractor(s), provided that all bids shall be submitted
by the bid date stipulated by the utility. If a lower bid is thus
obtained or if a bid is obtained at an equal price and with a
more appropriate time of performance, and if such bid contem-
plates conformity with the Company’s requirements and spec-
ifications, the Company shall be required to meet the terms
and conditions of the bid proffered, or to enter into a construc-
tion contract with the contractor proffering such bid.
1. Performance bond in the total amount of the contract may

be required by the utility from the contractor prior to con-
struction.

L. Any discounts obtained by the utility from contracts termi-
nated under this rule shall be accounted for by credits to the
appropriate account dominated as Contributions in Aid of
Construction.

M. All agreements under this rule shall be filed with and approved
by the Utilities Division of the Commission. No agreement
shall be approved unless accompanied by a Certificate of
Approval to Construct as issued by the Arizona Department of
Health Services. Where agreements for main extensions are
not filed and approved by the Utilities Division, the refundable
advance shall be immediately due and payable to the person
making the advance.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2). Amended 

subsections (D) and (K) effective September 28, 1982 
(Supp. 82-5).

R14-2-407. Provision of service
A. Utility responsibility

1. Each utility shall be responsible for providing potable
water to the customer’s point of delivery.

B. Customer responsibility
1. Each customer shall be responsible for maintaining all

facilities on the customer’s side of the point of delivery in
a safe and efficient manner and in accordance with the
rules of the state Department of Health.

2. Each customer shall be responsible for safeguarding all
utility property installed in or on the customer’s premises
for the purpose of supplying water to that customer.

3. Each customer shall exercise all reasonable care to pre-
vent loss or damage to utility property, excluding ordi-
nary wear and tear. The customer shall be responsible for
loss of or damage to utility property on the customer’s
premises arising from neglect, carelessness, or misuse
and shall reimburse the utility for the cost of necessary
repairs or replacements.

4. Each customer shall be responsible for payment for any
equipment damage resulting from unauthorized breaking
of seals, interfering, tampering or bypassing the utility
meter.

5. Each customer shall be responsible for notifying the u
ity of any failure identified in the utility’s equipment.

6. Water furnished by the utility shall be used only on th
customer’s premises and shall not be resold to any ot
person. During critical water conditions, as determine
by the Commission, the customer shall use water only 
those purposes specified by the Commission. Disreg
for this rule shall be sufficient cause for refusal or disco
tinuance of service.

C. Continuity of service
1. Each utility shall make reasonable efforts to supply a s

isfactory and continuous level of service. However, n
utility shall be responsible for any damage or claim 
damage attributable to any interruption or discontinuati
of service resulting from:
a. Any cause against which the utility could not hav

reasonably foreseen or made provision for, i.e., for
majeure

b. Intentional service interruptions to make repairs 
perform routine maintenance

c. Curtailment.
D. Service interruptions

1. Each utility shall make reasonable efforts to reestabl
service within the shortest possible time when serv
interruptions occur.

2. Each utility shall make reasonable provisions to me
emergencies resulting from failure of service, and ea
utility shall issue instructions to its employees coverin
procedures to be followed in the event of emergency
order to prevent or mitigate interruption or impairment o
service.

3. In the event of a national emergency or local disas
resulting in disruption of normal service, the utility may
in the public interest, interrupt service to other custome
to provide necessary service to civil defense or oth
emergency service agencies on a temporary basis u
normal service to these agencies can be restored.

4. When a utility plans to interrupt service for more tha
four hours to perform necessary repairs or maintenan
the utility shall attempt to inform affected customers 
least 24 hours in advance of the scheduled date and e
mated duration of the service interruption. Such repa
shall be completed in the shortest possible time to mi
mize the inconvenience to the customers of the utility.

5. The Commission shall be notified of interruptions in se
vice affecting the entire system or any major divisio
thereof. The interruption of service and cause shall 
reported within four hours after the responsible represe
tative of the utility becomes aware of said interruption b
telephone to the Commission and followed by a writte
report to the Commission.

E. Minimum delivery pressure
1. Each utility shall maintain a minimum standard delive

pressure of 20 pounds per square inch gauge (PSIG
the customer’s meter or point of delivery.

F. Construction standards
1. Each utility shall construct all facilities in accordanc

with the guidelines established by the state Departmen
Health Services.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2). Amended 

subsection (F) effective September 28, 1982 
(Supp. 82-5).

R14-2-408. Meter reading
A. Frequency
June 30, 1999 Page 85 Supp. 99-2
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1. Each meter shall be read monthly on as close to the same
day as practical.

B. Measuring of service
1. All water delivered by the utility shall be billed upon the

basis of metered volume sales except that the utility may,
at its option, provide a fixed charge schedule for the fol-
lowing:
a. Temporary service where the water use can be

readily estimated
b. Public and private fire protection service
c. Water used for street sprinkling and sewer flushing,

when provided for by contract between the utility
and the municipality or other local governmental
authority

d. Other fixed charge schedules as shall be submitted
to and approved by the Commission.

2. When there is more than one meter at a location, the
metering equipment shall be so tagged or plainly marked
as to indicate the facilities being metered.

C. Customer requested retreads
1. Each utility shall at the request of a customer reread the

customer’s meter within ten working days after such
request by the customer.

2. Any rereads shall be charged to the customer at a rate on
file and approved by the Commission, provided that the
original reading was not in error.

3. When a reading is found to be in error, the reread shall be
at no charge to the customer.

D. Access to customer premises
1. Each utility shall have the right of safe ingress to and

egress from the customer’s premises at all reasonable
hours for any purpose reasonably connected with the util-
ity’s property used in furnishing service and the exercise
of any and all rights secured to it by law or these rules.

E. Meter testing and maintenance program
1. Each utility shall establish a regular program of meter

testing taking into account the following factors:
a. Size of meter
b. Age of meter
c. Consumption
d. Characteristics of water.

F. Customer requested meter tests
1. A utility shall test a meter upon customer request and

each utility shall be authorized to charge the customer for
such meter test according to the tariff on file and
approved by the Commission. However, if the meter is
found to be in error by more than 3%, no meter testing fee
will be charged to the customer.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2).

R14-2-409. Billing and collection
A. Frequency and estimated bills

1. Each utility shall bill monthly for services rendered.
Meter readings shall be scheduled for periods of not less
than 25 days or more than 35 days.

2. If the utility is unable to read the meter on the scheduled
meter read date, the utility will estimate the consumption
for the billing period giving consideration to the follow-
ing factors where applicable:
a. The customer’s usage during the same month of the

previous year
b. The amount of usage during the preceding month.

3. After the second consecutive month of estimating the
customer’s bill for reasons other than severe weather, the

utility will attempt to secure an accurate reading of th
meter.

4. Failure on the part of the customer to comply with a re
sonable request by the utility for access to its meter m
lead to the discontinuance of service.

5. Estimated bills will be issued only under the followin
conditions:
a. Failure of a customer who read his own meter 

deliver his meter reading card to the utility in acco
dance with the requirements of the utility billing
cycle.

b. Severe weather conditions which prevent the utili
from reading the meter.

c. Circumstances that make it dangerous or impossi
to read the meter, i.e., locked gates, blocked mete
vicious or dangerous animals, etc.

6. Each bill based on estimated usage will indicate that i
an estimated bill.

B. Combining meters, minimum bill information
1. Each meter at a customer’s premises will be conside

separately for billing purposes, and the readings of two
more meters will not be combined.

2. Each bill for residential service will contain the following
minimum information:
a. Date and meter reading at the start of billing perio
b. Previous month's meter reading
c. Billed usage
d. Utility telephone number
e. Customer’s name
f. Service account number (if available)
g. Amount due and due date
h. Past due amount (where appropriate)
i. Adjustment factor, where applicable
j. Other approved tariff charges.

C. Billing terms
1. All bills for utility services are due and payable when re

dered. Any payment not received within 15 days from t
date the bill was rendered shall be considered delinque

2. For purposes of this rule, the date a bill is rendered m
be evidenced by:
a. The postmark date
b. The mailing date:

i. Certified mail
ii. Certificate of mailing.

3. All delinquent bills shall be subject to the provisions o
the utility’s termination procedures as set forth in R14-
410.

4. All payments shall be made at or mailed to the office 
the utility or to the utility’s duly authorized representa
tive.

D. Applicable tariffs, prepayment, failure to receive, commenc
ment date, taxes
1. Each customer shall be billed under the applicable ta

indicated in the customer’s application for service.
2. Each utility shall make provisions for advance payme

for utility services.
3. Failure to receive bills or notices which have been pro

erly placed in the United States mail shall not preve
such bills from becoming delinquent nor relieve the cu
tomer of his obligations therein.

4. Charges for service commence when the service
installed and connection made, whether used or not.

5. In addition to the collection of regular rates, each utili
may collect from its customers a proportionate share
any privilege, sales or use tax.

E. Meter error corrections
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1. If any meter after testing is found to be more than 3% in
error, either fast or slow, proper correction between 3%
and the amount of the error shall be made of previous
readings and adjusted bills shall be rendered according to
the following terms:
a. For the period of three months immediately preced-

ing the removal of such meter from service for test
or from the time the meter was in service since last
tested, but not exceeding three months since the
meter shall have been shown to be in error by such
test, or

b. From the date the error occurred, if the date of the
cause can be definitely fixed.

2. No adjustment shall be made by the utility except to the
customer last served by the meter tested.

F. Insufficient funds (NSF) checks
1. A utility shall be allowed to recover a fee, as approved by

the Commission for each instance where a customer ten-
ders payment for utility service with an insufficient funds
check.

2. When the utility is notified by the customer’s bank that
there are insufficient funds to cover the check tendered
for utility service, the utility may require the customer to
make payment in cash, by money order, certified check,
or other means which guarantee the customer’s payment
to the utility.

3. A customer who tenders an insufficient check shall in no
way be relieved of the obligation to render payment to the
utility under the original terms of the bill nor defer the
utility’s provision for termination of service for nonpay-
ment of bills.

G. Deferred payment plan
1. Each utility may, prior to termination, offer to qualifying

residential customers a deferred payment plan for the cus-
tomer to retire unpaid bills for utility service.

2. Each deferred payment agreement entered into by the
utility and the customer due to the customer’s inability to
pay an outstanding bill in full shall provide that service
will not be discontinued if:
a. Customer agrees to pay a reasonable amount of the

outstanding bill at the time the parties enter into the
deferred payment agreement.

b. Customer agrees to pay all future bills for utility ser-
vice in accordance with the billing and collection
tariffs of the utility.

c. Customer agrees to pay a reasonable portion of the
remaining outstanding balance in installments over a
period not to exceed six months.

3. For the purposes of determining a reasonable installment
payment schedule under these rules, the utility and the
customer shall give consideration to the following condi-
tions:
a. Size of the delinquent account
b. Customer’s ability to pay
c. Customer’s payment history
d. Length of time that the debt has been outstanding
e. Circumstances which resulted in the debt being out-

standing
f. Any other relevant factors related to the circum-

stances of the customer.
4. Any customer who desires to enter into a deferred pay-

ment agreement shall establish such agreement prior to
the utility’s scheduled termination date for nonpayment
of bills; customer failure to execute a deferred payment
agreement prior to the scheduled termination date shall

not prevent the utility from discontinuing service for non
payment.

5. Deferred payment agreements may be in writing and m
be signed by the customer and an authorized utility rep
sentative.

6. A deferred payment agreement may include a finan
charge as approved by the Commission in a tariff pr
ceeding.

7. If a customer has not fulfilled the terms of a deferred pa
ment agreement, the utility shall have the right to disco
nect service pursuant to the utility’s termination o
service rules and, under such circumstances, it shall 
be required to offer subsequent negotiation of a defer
payment agreement prior to disconnection.

H. Change of occupancy
1. Not less than three working days advance notice mus

given in person, in writing, or by telephone at the utility
office to discontinue service or to change occupancy.

2. The outgoing party shall be responsible for all utility se
vices provided and/or consumed up to the scheduled tu
off date.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2). Amended 

subsection (C) effective September 28, 1982 
(Supp. 82-5).

R14-2-410. Termination of service
A. Nonpermissible reasons to disconnect service

1. A utility may not disconnect service for any of the rea
sons stated below:
a. Delinquency in payment for services rendered to

prior customer at the premises where service 
being provided, except in the instance where t
prior customer continues to reside on the premises

b. Failure of the customer to pay for services or equ
ment which are not regulated by the Commission.

c. Nonpayment of a bill related to another class of se
vice.

d. Failure to pay for a bill to correct a previous unde
billing due to an inaccurate meter or meter failure
the customer agrees to pay over a reasonable pe
of time.

B. Termination of service without notice
1. Utility service may be disconnected without advanc

written notice under the following conditions:
a. The existence of an obvious hazard to the safety

health of the consumer or the general population.
b. The utility has evidence of meter tampering or frau
c. Unauthorized resale or use of utility services.
d. Failure of a customer to comply with the curtailmen

procedures imposed by a utility during supply shor
ages.

2. The utility shall not be required to restore service until t
conditions which resulted in the termination have be
corrected to the satisfaction of the utility.

3. Each utility shall maintain a record of all terminations o
service without notice. This record shall be maintaine
for a minimum of one year and shall be available f
inspection by the Commission.

C. Termination of service with notice
1. A utility may disconnect service to any customer for an

reason stated below provided the utility has met t
notice requirements established by the Commission:
a. Customer violation of any of the utility’s tariffs filed

with the Commission and/or violation of the Com
mission’s rules and regulations.
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b. Failure of the customer to pay a delinquent bill for
utility service.

c. Failure to meet or maintain the utility’s credit and
deposit requirements.

d. Failure of the customer to provide the utility reason-
able access to its equipment and property.

e. Customer breach of a written contract for service
between the utility and customer.

f. When necessary for the utility to comply with an
order of any governmental agency having such juris-
diction.

2. Each utility shall maintain a record of all terminations of
service with notice. This record shall be maintained for
one year and be available for Commission inspection.

D. Termination notice requirements
1. No utility shall terminate service to any of its customers

without providing advance written notice to the customer
of the utility’s intent to disconnect service, except under
those conditions specified where advance written notice
is not required.

2. Such advance written notice shall contain, at a minimum,
the following information:
a. The name of the person whose service is to be termi-

nated and the address where service is being ren-
dered.

b. The Commission rule or regulation that was violated
and explanation thereof or the amount of the bill
which the customer has failed to pay in accordance
with the payment policy of the utility, if applicable.

c. The date on or after which service may be termi-
nated.

d. A statement advising the customer to contact the
utility at a specific address or phone number for
information regarding any deferred payment or other
procedures which the utility may offer or to work
out some other mutually agreeable solution to avoid
termination of the customer’s service.

e. A statement advising the customer that the utility’s
stated reason for the termination of services may be
disputed by contacting the utility at a specific
address or phone number, advising the utility of the
dispute and making arrangements to discuss the
cause for termination with a responsible employee
of the utility in advance of the scheduled date of ter-
mination. The responsible employee shall be
empowered to resolve the dispute and the utility
shall retain the option to terminate service.

E. Timing of terminations with notice
1. Each utility shall be required to give at least ten days

advance written notice prior to the termination date.
2. Such notice shall be considered to be given to the cus-

tomer when a copy thereof is left with the customer or
posted first class in the United States mail, addressed to
the customer’s last known address.

3. If after the period of time allowed by the notice has
elapsed and the delinquent account has not been paid nor
arrangements made with the utility for the payment
thereof or in the case of a violation of the utility’s rules
the customer has not satisfied the utility that such viola-
tion has ceased, the utility may then terminate service on
or after the day specified in the notice without giving fur-
ther notice.

4. Service may only be disconnected in conjunction with a
personal visit to the premises by an authorized represen-
tative of the utility.

5. The utility shall have the right (but not the obligation) t
remove any or all of its property installed on the cu
tomer’s premises upon the termination of service.

F. Landlord/tenant rule
1. In situations where service is rendered at an address 

ferent from the mailing address of the bill or where th
utility knows that a landlord/tenant relationship exists an
that the landlord is the customer of the utility, and whe
the landlord as a customer would otherwise be subjec
disconnection of service, the utility may not disconne
service until the following actions have been taken:
a. Where it is feasible to so provide service, the utilit

after providing notice as required in these rule
shall offer the occupant the opportunity to subscrib
for service in his or her own name. If the occupa
then declines to so subscribe, the utility may disco
nect service pursuant to the rules.

b. A utility shall not attempt to recover from a tenant o
condition service to a tenant with the payment of an
outstanding bills or other charges due upon the o
standing account of the landlord.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2). Amended 

subsection (E) effective September 28, 1982 
(Supp. 82-5).

Editor’s Note: The following Section was amended under a
exemption from the Attorney General approval provisions of th
Arizona Administrative Procedure Act (See State of Arizona 
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (C
App. 1992), as determined by the Corporation Commission. Th
exemption means that the rules as amended were not approved
the Attorney General.

R14-2-411. Administrative and Hearing Requirements
A. Customer service complaints

1. Each utility shall make a full and prompt investigation of
all service complaints made by its customers, either
directly or through the Commission.

2. The utility shall respond to the complainant and/or the
Commission representative within five working days as
to the status of the utility investigation of the complaint.

3. The utility shall notify the complainant and/or the Com-
mission representative of the final disposition of each
complaint. Upon request of the complainant or the Com-
mission representative, the utility shall report the findings
of its investigation in writing.

4. The utility shall inform the customer of his right of appeal
to the Commission.

5. Each utility shall keep a record of all written service com-
plaints received which shall contain, at a minimum, the
following data:
a. Name and address of the complainant
b. Date and nature of the complaint
c. Disposition of the complaint
d. A copy of any correspondence between the utility,

the customer, and/or the Commission.
This record shall be maintained for a minimum period of
one year and shall be available for inspection by the
Commission.

B. Notice by utility of responsible officer or agent
1. Each utility shall file with the Commission a written

statement containing the name, address (business, resi-
dence and post office) and telephone numbers (business
and residence) of the on site manager of its operations.

2. Each utility shall give notice, by filing a written statement
with the Commission, of any change in the information
Supp. 99-2 Page 88 June 30, 1999
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required herein within five days from the date of any such
change.

C. Time-frames for processing applications for Certificates of
Convenience and Necessity
1. This rule prescribes time-frames for the processing of any

application for a Certificate of Convenience and Neces-
sity issued by the Arizona Corporation Commission pur-
suant to this Article. These time-frames shall apply to
applications filed on or after the effective date of this
rule.

2. Within 30 calendar days after receipt of an application for
a new Certificate of Convenience and Necessity, or to
amend or change the status of any existing Certificate of
Convenience and Necessity, staff shall notify the appli-
cant, in writing, that the application is either administra-
tively complete or deficient. If the application is
deficient, the notice shall specify all deficiencies.

3. Staff may terminate an application if the applicant does
not remedy all deficiencies within 60 calendar days of the
notice of deficiency.

4. After receipt of a corrected application, staff shall notify
the applicant within 30 calendar days if the corrected
application is either administratively complete or defi-
cient. The time-frame for administrative completeness
review shall be suspended from the time the notice of
deficiency is issued until staff determines that the appli-
cation is complete.

5. Within 150 days after an application is deemed adminis-
tratively complete, the Commission shall approve or
reject the application.

6. For purposes of A.R.S § 41-1072 et seq., the Commission
has established the following time-frames:
a. Administrative completeness 

review time-frame: 30 calendar days,
b. Substantive review

time-frame: 150 calendar days,
c. Overall time-time: 180 calendar days.

7. If an applicant requests, and is granted, an extension or
continuance, the appropriate time-frames shall be tolled
from the date of the request during the duration of the
extension or continuance.

8. During the substantive review time-frame, the Commis-
sion may, upon its own motion or that of any interested
party to the proceeding, request a suspension of the time-
frame rules.

D. Accounts and records
1. Each utility shall keep general and auxiliary accounting

records reflecting the cost of its properties, operating
income and expense, assets and liabilities, and all other
accounting and statistical data necessary to give complete
and authentic information as to its properties and opera-
tions.

2. Each utility shall maintain its books and records in con-
formity with the NARUC Uniform Systems of Accounts
for Class A, B, C and D Water Utilities.

3. A utility shall produce or deliver in this state any or all of
its formal accounting records and related documents
requested by the Commission. It may, at its option, pro-
vide verified copies of original records and documents.

4. All utilities shall submit an annual report to the Commis-
sion on a form prescribed by it. The annual report shall be
filed on or before the 15th day of April for the preceding
calendar year.

5. All utilities shall file with the Commission a copy of all
reports required by the Securities and Exchange Commis-
sion.

6. All utilities shall file with the Commission a copy of al
annual reports required by the Federal Energy Regulat
Commission.

E. Maps
1. All utilities shall file with the Commission a map or map

clearly setting forth the location and extent of the area 
areas they hold under approved certificates of conv
nience and necessity, in accordance with the Cadas
(Rectangular) Survey of the United States Bureau 
Land Management, or by metes and bounds with a st
ing point determined by the aforesaid Cadastral Survey

F. Variations, exemptions of Commission rules and regulations
1. Variations or exemptions from the terms and requir

ments of any of the rules included herein (Title 14, Cha
ter 2, Article 4) shall be considered upon the verifie
application of an affected party to the Commission setti
forth the circumstances whereby the public intere
requires such variation or exemption from the Commi
sion rules and regulations. Such application will be su
ject to the review of the Commission, and any variatio
or exemption granted shall require an order of the Co
mission. In case of conflict between these rules and re
lations and an approved tariff or order of th
Commission, the provisions of the tariff or order sha
apply.

G. Prior agreements
1. The adoption of these rules by the Commission shall 

affect any agreements entered into between the utility a
customers or other parties who, pursuant to such c
tracts, arranged for the extension of facilities in a prov
sion of service prior to the effective date of these rules.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2). Amended 

subsection (D) effective September 28, 1982 
(Supp. 82-5). Amended effective December 31, 1998, 

under an exemption as determined by the Arizona Corpo-
ration Commission (Supp. 98-4).

ARTICLE 5. TELEPHONE UTILITIES

R14-2-501. Definitions
In this Article, unless the context otherwise requires, the followi
definitions shall apply:

1. “Advance in aid of construction”. Funds provided to th
utility by the applicant under the terms of a constructio
agreement, which may be refundable.

2. “Applicant”. A person or agency requesting the utility t
supply telephone service.

3. “Application”. A request to the utility for telephone ser
vice, as distinguished from an inquiry as to the availab
ity or charges for such service.

4. “Arizona Corporation Commission”. The regulator
authority of the state of Arizona having jurisdiction ove
public service corporations operating in Arizona.

5. “Basic exchange service”. Service provided to busine
or residential customers at a flat or measured rate wh
affords access to the telecommunications network.

6. “Billing period”. The time interval between the issuanc
of two consecutive bills for utility service.

7. “Central office”. The switching equipment and operatin
arrangements which provide exchange and long dista
service to the public and interconnection of custom
telecommunication services.

8. “Contribution in aid of construction”. Funds provided t
the utility by the applicant under the terms of a constru
tion agreement or construction tariff which are no
refundable.
June 30, 1999 Page 89 Supp. 99-2
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9. “Customer”. The person or entity in whose name service
is rendered, as evidenced by the signature on the applica-
tion or contract for that service, or by the receipt and/or
payment of bills regularly issued in his name regardless
of the identity of the actual user of the service.

10. “Day”. Calendar day.
11. “Line extension”. The lines and equipment necessary to

provide service to additional customers.
12. “Person”. Any individual, partnership, corporation, gov-

ernmental agency, or other organization operating as a
single entity.

13. “Service access point”. A demarcation point where facili-
ties owned, leased, or under license by a customer con-
nect to the utility provided access line.

14. “Premises”. All of the real property and apparatus
employed in a single enterprise on an integral parcel of
land undivided by public streets, alleys or railways.

15. “Residential subdivision development”. Any tract of land
which has been divided into four or more contiguous lots
with an average size of one acre or less for use for the
construction of residential buildings or permanent mobile
homes for either single or multiple occupancy.

16. “Rules”. The regulations set forth in the tariffs which
apply to the provision of telephone service.

17. “Service area”. The territory in which the utility has been
granted a Certificate of Convenience and Necessity and is
authorized by the Commission to provide telephone ser-
vice.

18. “Service charge”. The charge as specified in the utility’s
tariffs which covers the cost of establishing moving,
changing or reconnecting service or equipment.

19. “Access line”. A communications facility that connects
service from a common distribution source to the service
access point.

20. “Tariffs”. The documents filed with the Commission
which list the utility services and products offered by the
utility and which set forth the terms and conditions and a
schedule of the rates and charges for those services and
products.

21. “Terminal equipment”. The equipment through which
communication services are furnished.

22. “Temporary service”. Service to premises or enterprises
which are temporary in character, or where it is known in
advance that the service will be of limited duration. Ser-
vice which, in the opinion of the utility, is for operations
of a speculative character is also considered temporary
service.

23. “Toll service”. Service between stations in different
exchange areas for which a long distance charge is appli-
cable.

24. “Utility”. The company providing telephone service to
the public in compliance with state law. 

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2).

R14-2-502. Certificate of Convenience and Necessity for tele-
phone utilities; additions/extensions; abandonments
A. Application for new Certificate of Convenience and Necessity

1. Six copies of each application for a new Certificate of
Convenience and Necessity shall be submitted in a form
prescribed by the Commission and shall include, at a
minimum, the following information:
a. The proper name and correct address of the pro-

posed utility company and its owner if a sole propri-
etorship, each partner if a partnership, or the
President and Secretary if a corporation.

b. A copy of the Articles of Partnership or Articles o
Incorporation for the applicant and/or Bylaws if th
utility is a non-profit organization, or association.

c. The rates proposed to be charged for the service 
will be rendered.

d. A financial statement setting forth the financial con
dition of the applicant.

e. Maps of the proposed service area and/or a desc
tion of the area proposed to be served.

f. Appropriate city, county and/or state agency appro
als, where appropriate.

g. The actual number of customers within the servi
area as of the time of filing and the estimated num
ber of customers to be served for each of the fi
five years of operation.

h. Such other information as the Commission by ord
or the staff of the Utilities Division by written direc-
tive may request.

2. Once the applicant has satisfied the information requi
ments of this regulation, as well as any additional info
mation required by the staff of the Commission’s Utilitie
Division, the Commission shall, as expeditiously reaso
ably practicable, schedule hearings to consider su
application.

B. Additions/extensions to existing Certificates of Convenien
and Necessity
1. Each utility which extends utility service to a person n

located within its certificated service area, but located 
a non-certificated area contiguous to its certificated s
vice area, shall, notify the Commission of such servi
extension.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2).

R14-2-503. Establishment of service
A. Information from new applicants

1. A utility may obtain the following minimum information
from each new applicant for service:
a. Name or names of applicant(s).
b. Service address or location and telephone numbe
c. Billing address, if different than service address.
d. Address and telephone number where service w

provided previously.
e. Date applicant will be ready for service.
f. Indication of whether premises have been suppli

with telephone utility service previously.
g. Class of service to be provided.
h. Indication of whether applicant is owner or tenant 

or agent for the premises.
2. A utility may require a new applicant for service t

appear at the utility’s designated place of business to p
duce proof of identity and sign the utility’s application
form.

3. Where service is requested by two or more individua
the utility shall have the right to collect the full amoun
owed to the utility from any one of the applicants.

B. Deposits
1. A utility shall not require a deposit from a new applica

for residential service if the applicant is able to meet a
of the following requirements:
a. The applicant has had continuous telephone serv

of a comparable nature with the utility at anothe
service location within the past two years and w
not delinquent in payment more than once during t
last 12 consecutive months or disconnected for no
payment.
Supp. 99-2 Page 90 June 30, 1999
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b. The applicant can produce a letter regarding credit
or verification from a telephone utility where service
of a comparable nature was last received which
states:
i. Applicant had a timely payment

history at time of service discontinuation.
ii. Applicant has no outstanding

liability from prior service.
c. In lieu of a deposit, a new applicant may provide a

Letter of Guarantee from an existing customer with
service who is acceptable to the utility or a surety
bond as security for the utility. The utility shall
review and release an existing customer as a guaran-
tor for the new applicant after 12 consecutive
months if no obligations are delinquent and has
maintained a timely payment history.

2. The utility shall issue a nonnegotiable receipt to the appli-
cant for the deposit. The inability of the customer to pro-
duce such a receipt shall in no way impair his right to
receive a refund of the deposit which is reflected on the
utility’s records.

3. Deposits shall be interest bearing; the interest rate and
method of calculation shall be filed with and approved by
the Commission in a tariff proceeding.

4. Each utility shall file a deposit refund policy with the
Commission, subject to Commission review and approval
during a tariff proceeding. However, each utility’s refund
policy shall include provisions for residential deposits
and accrued interest to be refunded after 12 months of
service if the customer has not been delinquent in the
payment of utility bills or applied to the closing bill upon
discontinuance of service.

5. A utility may require a residential customer to establish a
deposit if the customer becomes delinquent in the pay-
ment of two or more bills within a 12-consecutive-month
period or has been disconnected for service during the
last 12 months.

6. The amount of a deposit required by the utility shall be
determined according to the following terms:
a. Residential customer deposits shall not exceed two

times that customer’s estimated average monthly bill
or the average monthly bill for the customer class for
that customer which ever is greater.

b. Nonresidential customer deposits shall not exceed
two and one-half times that customer’s estimated
maximum monthly bill.

7. The utility may review the customer’s usage after service
has been connected and adjust the deposit amount based
upon the customer’s actual usage.

C. Grounds for refusal of service
1. A utility may refuse to establish service if any of the fol-

lowing conditions exist:
a. The applicant has an outstanding amount due for

similar utility services and the applicant is unwilling
to make acceptable arrangements with the utility for
payment.

b. A condition exists which in the utility’s judgment is
unsafe or hazardous to the applicant, the general
population, or the utility’s personnel or facilities.

c. Refusal by the applicant to provide the utility with a
deposit when the customer has failed to meet the
credit criteria for waiver of deposit requirements.

d. Customer is known to be in violation of the utility’s
tariffs filed with the Commission.

e. Failure of the customer to furnish such funds, suit-
able facilities, and/or rights-of-way necessary to

serve the customer and which have been specif
by the utility as a condition for providing service.

f. Applicant falsifies his or her identity for the purpos
of obtaining service.

D. Service establishments, re-establishments or reconnec
charge
1. Each utility may make a charge as approved by the Co

mission for the establishment, reestablishment, or rec
nection of utility services.

2. Should service be established during a period other t
regular working hours at the customer’s request, the c
tomer may be required to pay an after-hour charge for 
service connection.

3. For the purpose of this rule, service establishments 
where the customer’s and utility’s facilities are ready an
acceptable.

E. Temporary service
1. Applicants for temporary service may be required to p

the utility, in advance of service establishment, the fun
provided under the terms of a construction agreement
the cost of installing and removing the facilities necessa
for furnishing the desired service.

2. Where the duration of service is to be less than o
month, the applicant may also be required to advanc
sum of money equal to the estimated bill for service.

3. If at any time the character of a temporary custome
operations changes so that in the opinion of the utility t
customer is classified as permanent, the terms of the u
ity’s construction agreement or tariff shall apply.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2).

R14-2-504. Minimum customer information requirements
A. Information for residential customers

1. Each utility shall make available upon customer requ
not later than 60 days from the date of request a conc
summary of the rate schedule applied for by such cu
tomer. The summary shall include the following:
a. The charges for basic service and incremental an

lary services requested by the applicant.
2. In addition, a utility shall make available upon custom

request not later than 60 days from date of service co
mencement a concise summary of the utility’s tariffs 
the Commission’s rules and regulations concerning:
a. Deposits
b. Terminations of service
c. Billing and collection
d. Complaint handling.

B. Information required due to changes in tariffs
1. Each utility shall transmit to affected customers by th

most economic means available a concise summary
any change in the utility’s tariffs affecting those custom
ers.

2. This information shall be transmitted to the affected cu
tomer within 60 days of the effective date of the change

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2).

R14-2-505. Service connections and establishments
A. Priority and timing of service establishments

1. After an applicant has complied with the utility’s applica
tion, construction agreement, or tariff, deposit requir
ments and has been accepted for service by the utility,
utility shall schedule that customer for service connecti
and/or establishment.
June 30, 1999 Page 91 Supp. 99-2
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2. Service establishments shall be scheduled for completion
within ten working days of the date the customer has been
accepted for service, except in those instances when the
customer requests service establishment beyond the ten
working day limitation.

3. The maximum interval of ten working days applies to sin-
gle line residence and business installations only. Multi-
line services and any special equipment configurations
shall be installed within a reasonable time frame based on
availability of necessary equipment.

4. When a utility has made arrangements to meet with a cus-
tomer for service establishment purposes and the utility
or the customer cannot make the appointment during the
prearranged time, the utility shall reschedule the estab-
lishment to the satisfaction of both parties.

5. Unless another time frame is mutually acceptable to the
utility and the customer, each utility shall schedule ser-
vice establishment appointments within a maximum
range of four hours during normal working hours.

6. For the purposes of this rule, service establishments are
where the utility’s and customer’s facilities are available
and the utility needs only to connect the service.

B. Access line connection
1. Provision of services beyond service access point

a. Facilities beyond the service access point may be
provided by either the utility or the customer. Where
the facilities are provided by the customer the instal-
lation shall be in accordance with the utility’s speci-
fications.

b. The cost of all new construction of inside customer
premise wiring shall be the responsibility of the cus-
tomer.

2. Company provided facilities
a. The utility shall provide all facilities up to the ser-

vice access point.
b. A customer requesting an underground service con-

nection in an area served by overhead facilities shall
pay for the difference between the cost of an over-
head service connection and the actual cost of the
underground connection as a nonrefundable contri-
bution. The customer may elect to provide the
underground trenching on private property as an off-
setting portion of the additional cost of the under-
ground facilities.

c. In those instances where the utility is supplying the
customer’s terminal equipment, the utility may pro-
vide any inside wiring beyond the point of access in
accordance with approved tariffs filed with the
Commission.

3. Easements and rights-of-way
a. Each customer shall grant adequate easement and

right-of-way satisfactory to the utility to ensure that
customer’s proper service connection. Failure on the
part of the customer to grant adequate easement and
right-of-way shall be grounds for the utility to refuse
service.

b. When a utility discovers that a customer or his agent
is performing work or has constructed facilities adja-
cent to or within an easement or right-of-way and
such work, construction or facility poses a hazard or
is in violation of federal, state or local laws, ordi-
nances, statutes, rules or regulations, or significantly
interferes with the utility’s access to equipment, the
utility shall notify the customer or his agent and
shall take whatever actions are necessary to elimi-

nate the hazard, obstruction or violation at the cu
tomer’s expense.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2).

R14-2-506. Construction Agreements
A. General requirements

1. Each utility shall file for Commission approval a tarif
which incorporates the provisions of this rule and speci
cally defines the conditions governing constructio
agreements. Subsections (A), (B), (C), and (D) of th
Section do not apply to tariffs providing for constructio
charges fixed by zone.

2. Upon request by an applicant for service, the utility sh
provide, without charge, a preliminary sketch and roug
estimates of the cost of installation to be paid by sa
applicant.

3. Any applicant for service requesting the utility to prepa
detailed plans, specifications, or cost estimates may 
required to deposit with the utility an amount equal to th
estimated cost of preparation. The utility shall, upo
request, make available within 90 days after receipt of t
deposit referred to above, such plans, specifications,
cost estimates of the proposed construction. Where 
applicant authorizes the utility to proceed with constru
tion of the extension, the deposit shall be credited to t
cost; otherwise the deposit shall be nonrefundable. If 
extension is to include oversizing of facilities to be don
at the utility’s expense, appropriate details shall be 
forth in the plans, specifications and cost estimates.

4. Where the utility requires an applicant to advance fun
for construction, the utility shall furnish the applican
with a copy of the agreement or tariff of the appropria
utility prior to the applicant’s acceptance.

5. All construction agreements requiring payment by t
applicant shall be signed by each party.

6. In the event the utility’s actual cost of construction is le
than the amount advanced by the customer under a c
struction agreement, the utility shall make a refund to t
applicant within 120 days of service commencement.

7. The provisions of this rule apply only to those applican
who in the utility’s judgment will be permanent custom
ers of the utility. Applications for temporary service sha
be governed by the Commission’s rules concerning te
porary service applications.

B. Minimum written agreement requirements
1. Each construction agreement shall, at a minimu

include the following information:
a. Name and address of applicant or applicants
b. Proposed service address or location
c. Description of requested service
d. Description and sketch of the requested construct
e. A cost estimate to include materials, labor, and oth

costs as necessary
f. Payment terms
g. A concise explanation of any refunding provision

if applicable
h. Utility’s estimated start date and completion date f

construction
i. A summary of the results of the economic feasibilit

analysis performed by the utility to determine th
amount of advance required from the applicant f
the proposed construction.

2. Each applicant shall be provided with a copy of the co
struction agreement.

C. Construction requirements
Supp. 99-2 Page 92 June 30, 1999
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1. Each construction tariff shall include the following provi-
sions:
a. A maximum footage and/or equipment allowance to

be provided by the utility at no charge. The maxi-
mum footage and/or equipment allowance may be
differentiated by customer class.

b. An economic feasibility analysis for construction
which exceed the maximum footage and/or equip-
ment allowance. Such economic feasibility analysis
shall consider the incremental revenues and costs
associated with the construction. In those instances
where the requested construction does not meet the
economic feasibility criteria established by the util-
ity, the utility may require the customer to provide
funds to the utility, which will make the construction
economically feasible. The methodology employed
by the utility in determining economic feasibility
shall be applied uniformly and consistently to each
applicant requiring a construction.

c. The timing and methodology by which the utility
will refund any advances in aid of construction as
additional customers are served off the construction
project. The customer may request an annual survey
to determine if additional customers have been con-
nected to and are using service from the project. In
no case shall the amount of the refund exceed the
amount originally advanced.

d. All advances in aid of construction shall be noninter-
est bearing.

e. If after five years from the utility’s receipt of the
advance, the advance has not been totally refunded,
the advance shall be considered a contribution in aid
of construction and shall no longer be refundable.

D. Residential subdivision development and permanent mobile
home parks
1. Each utility shall submit as a part of its construction tariff

provisions for residential subdivision developments and
permanent mobile home parks.

E. Underground extension of communication lines
1. Extension of communication lines necessary to furnish

permanent communication service to new residential
buildings or mobile homes within a new or undeveloped
subdivision and to residential development in which
facilities for communication service have not been con-
structed for which applications are made by a developer
shall be installed underground in accordance with the
provisions set forth in this regulation and in accordance
with applicable tariffs on file with this Commission
except where it is not feasible from an engineering, oper-
ational or economic standpoint.

2. Rights-of-way and easements
a. The utility shall construct or cause to be constructed

and shall own, operate and maintain all underground
communication feeder, distribution and service lines
along public streets, roads and highways and on
public lands and private property which the utility
has the legal right to occupy.

b. Rights-of-way and easements suitable to the utility
must be furnished by the developer at no cost to the
utility and in reasonable time to meet service
requirements. No underground communication
facilities shall be installed by a utility until the final
grades have been established and furnished to the
utility. In addition, the easement strips, alleys and
streets must be graded to within 6 inches of final
grade by the developer before the utility will com-

mence construction. Such clearance and grad
must be maintained by the developer during co
struction by the utility.

c. If, subsequent to construction, the clearance or gra
is changed in such a way as to require relocation
the underground facilities, the cost of such reloc
tion shall be borne by the developer or subsequ
owners.

3. Installation of underground communication lines withi
subdivision and multiple occupancy residential develo
ments:
a. The developer shall provide the trenching backf

(including any imported backfill required), compac
tion, repaving, and any earthwork required to insta
the underground communication system all in acco
dance with the reasonable specifications and sch
ules of other utilities in the same area when feasib
At its option, if the utility’s cost therefore is equal to
or less than that which the developer would othe
wise have to bear, the utility may elect at the deve
oper’s expense to perform the activities necessary
fulfill the developer’s responsibility hereunder.

b. Each utility shall promptly inspect the trenching pro
vided by the developer and allow for phased inspe
tion of trenching. In all cases, the utility shall mak
every effort to expedite the inspection of develop
provided trenching.

c. The utility shall install or cause to be installe
underground communication lines and relate
equipment in accordance with the applicable prov
sions of the 1997 edition (an no future editions) 
ANSI C2 (National Electrical Safety Code) with suf
ficient capacity and suitable materials which sha
assure adequate and reasonable communication 
vice in the foreseeable future.

d. When developer is required to provide a trench f
other underground utilities and services, the utili
shall use such common trench as long as the utilit
design layout, easement specification, routing a
scheduling requirements can be met, unless oth
wise agreed upon by utility and developer in writin
or as otherwise established by the Commission.

4. Special conditions
a. When the application of any of the provisions of th

regulation appears to either party not to be feasib
from an engineering, operational or economic stan
point, the utility or the developer may refer the ma
ter to the Commission for a determination as 
whether an exception to the underground polic
expressed within the provisions of this regulation 
warranted. Interested 3rd parties may present th
views to the Commission in conjunction with suc
referrals.

b. Notwithstanding any provision of this regulation t
the contrary, no utility shall construct overhea
communication lines in any new subdivision or ne
multiple occupancy residential development t
which this regulation is applicable and which is con
tiguous to another subdivision or multiple occu
pancy residential development in which service 
furnished underground without the approval of th
Commission after a public hearing.

F. Nonapplicability
1. Any underground communication distribution syste

requiring more than normal communication service is n
covered by this regulation and shall be constructed pur
June 30, 1999 Page 93 Supp. 99-2
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ant to the effective rules and regulations of the affected
utility as approved by the Commission.

G. Ownership of facilities
1. Any facilities installed hereunder shall be the sole prop-

erty of the utility.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2). Amended 
by exempt rulemaking at 5 A.A.R. 2054, effective June 4, 

1999 (Supp. 99-2).

Editor’s Note: The following Section was amended under an
exemption from the Attorney General certification provisions of
the Arizona Administrative Procedure Act (See State of Arizona v.
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (Ct.
App. 1992), as determined by the Corporation Commission. This
exemption means that the rules as amended were not certified by
the Attorney General.

R14-2-507. Provision of Service
A. Utility responsibility

1. Each utility shall be responsible for maintaining in safe
operating condition all equipment and fixtures used in
providing utility service to the customer that are owned
by and under the exclusive control of the utility.

B. Customer responsibility
1. Each customer shall be responsible for safeguarding all

utility property installed in or on the customer’s premises
for the purpose of supplying utility service to that cus-
tomer.

2. Each customer shall be responsible for maintaining in
safe operating condition all customer provided equipment
and fixtures.

3. Each customer shall exercise all reasonable care to pre-
vent loss or damage to utility property, excluding ordi-
nary wear and tear. The customer shall be responsible for
loss of or damage to utility property on the customer’s
premises arising from neglect, theft, carelessness, or mis-
use and shall reimburse the utility for the cost of neces-
sary repairs or replacements.

4. Each customer shall be responsible for payment for any
equipment damage and/or use resulting from unautho-
rized use, interfering or tampering of the utility’s equip-
ment on the customer’s premises.

5. Each customer shall notify the utility of any equipment
failure identified in the utility’s equipment.

C. Continuity of service
1. Each utility shall make reasonable efforts to supply a sat-

isfactory and continuous level of service. However, no
utility shall be responsible for any damage or claim of
damage attributable to any interruption or discontinuation
of service resulting from but not limited to:
a. Any cause against which the utility could not have

reasonably foreseen or made provision for, that is,
force majeure.

b. Intentional service interruptions to make repairs or
perform routine maintenance of services constituting
excusable negligence.

D. Service interruptions
1. Each utility shall make reasonable efforts to reestablish

service within the shortest possible time when service
interruptions occur.

2. Each utility shall make reasonable provisions to meet
emergencies resulting from failure of service, and each
utility shall issue instructions to its employees covering
procedures to be followed in the event of emergency in
order to prevent or mitigate interruption or impairment of
service.

3. In the event of a national emergency or local disas
resulting in disruption of normal service, the utility may
in the public interest, interrupt service to other custome
to provide necessary service to civil defense or oth
emergency service agencies on a temporary basis u
normal service to these agencies can be restored.

4. When a utility plans to interrupt service for more tha
four hours to perform necessary repairs or maintenan
the utility shall attempt to inform affected customers 
least 24 hours in advance of the scheduled date and e
mated duration of the service interruption. Such repa
shall be completed in the shortest possible time to mi
mize the inconvenience to the customers of the utility.

5. The Commission shall be notified of major interruption
in service affecting the entire system or any major div
sion.

E. Construction standards
1. Each utility shall construct all facilities in accordanc

with the provisions of the 1997 edition (and no future ed
tions) of ANSI C2 (National Electrical Safety Code)
incorporated by reference and on file with the Office o
the Secretary of State. Copies are available from the In
tute of Electrical and Electronic Engineers, Inc., 345 Ea
47th Street, New York, New York 10017. 

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2). Amended 

effective August 16, 1996 (Supp. 96-3). Amended by 
exempt rulemaking at 5 A.A.R. 2054, effective June 4, 

1999 (Supp. 99-2).

R14-2-508. Billing and collection
A. Frequency

1. Each utility shall bill monthly for services rendered.
B. Minimum bill information

1. Each utility shall provide the following minimum infor-
mation on customer bills:
a. Monthly charge for basic exchange service inclu

ing delineation of the following:
i. Total charge for customer requested servic

and/or equipment.
ii. Installation costs or other service fees, whe

applicable.
iii. Reconnect fee, where applicable.

b. Toll charges broken down to include the followin
details by toll call:
i. Date of call
ii. Time of call
iii. Location called
iv. Phone number called
v. Duration of call
vi. Indication of any rate class applied.

c. Miscellaneous charges and credits shall be sho
separately.

d. Any taxes included in the customer’s billing.
e. Total amount due and due date.
f. Past due amount.
g. Utility telephone number.
h. Customer’s name.
i. Service account number.

C. Billing terms: Each utility shall file a tariff which incorporates
the following billing procedures:
1. The billing date shall be printed on the bill and the da

rendered shall be the mailing date.
2. Bills for telephone services may be considered delinqu

15 days after the date the bill is rendered.
Supp. 99-2 Page 94 June 30, 1999
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3. Delinquent accounts for which payment has not been
received may be terminated 22 days after the date the bill
is rendered.

4. All payments shall be made at or mailed to the office of
the utility or to the utility’s duly authorized representa-
tive.

D. Applicable tariffs, prepayment, failure to receive, commence-
ment date, taxes
1. Each customer shall be billed under the applicable tariff.
2. Each utility shall make provisions for advance payment

for utility services.
3. Failure to receive bills or notices which have been prop-

erly placed in the United States mail shall not prevent
such bills from becoming delinquent nor relieve the cus-
tomer of his obligations therein.

4. Charges for service commence when the service is
installed and connection made, whether used or not.

5. In addition to the collection of regular rates, each utility
may collect from the customer a proportionate share of
any privilege, sales or use tax, or other imposition based
on the gross revenues received by the utility.

E. Insufficient funds (NSF) checks
1. A utility shall be allowed to recover a fee, as approved by

the Commission in a tariff proceeding, for each instance
where a customer tenders payment for utility service with
an insufficient funds check.

2. When the utility is notified by the customer’s bank that
there are insufficient funds to cover the check tendered
for utility service, the utility may require the customer to
make payment in cash, by money order, certified check,
or other means which guarantee the customer’s payment
to the utility.

3. A customer who tenders an insufficient check shall in no
way be relieved of the obligation to render payment to the
utility under the original terms of the bill nor defer the
utility’s provision for termination of service for nonpay-
ment of bills.

F. Deferred payment plan
1. Each utility may, prior to termination, offer to qualifying

residential customers a deferred payment plan for the cus-
tomer to retire unpaid bills for utility service.

2. Each deferred payment agreement entered into by the
utility and the customer due to the customer’s inability to
pay an outstanding bill in full shall provide that service
will not be discontinued if:
a. Customer agrees to pay a reasonable amount of the

outstanding bill at the time the parties enter into the
deferred payment agreement.

b. Customer agrees to pay all future bills for utility ser-
vice in accordance with the billing and collection
tariffs of the utility.

c. Customer agrees to pay a reasonable portion of the
remaining outstanding balance in installments over a
period not to exceed six months.

3. For the purposes of determining a reasonable installment
payment schedule under these rules, the utility and the
customer shall give consideration to the following condi-
tions:
a. Size of the delinquent account
b. Customer’s ability to pay
c. Customer’s payment history
d. Length of time that the debt has been outstanding
e. Circumstances which resulted in the debt being out-

standing
f. Any other relevant factors related to the circum-

stances of the customer.

4. Any customer who desires to enter into a deferred p
ment agreement shall establish such agreement prio
the utility’s scheduled termination date for nonpayme
of bills; customer failure to execute a deferred payme
agreement prior to the scheduled termination date sh
not prevent the utility from discontinuing service for non
payment.

5. Deferred payment agreements may be in writing and m
be signed by the customer and an authorized utility rep
sentative.

6. A deferred payment agreement may include a finan
charge as approved by the Commission in a tariff pr
ceeding.

7. If a customer has not fulfilled the terms of a deferred pa
ment agreement, the utility shall have the right to disco
nect service pursuant to the utility’s termination o
service rules and, under such circumstances, it shall 
be required to offer subsequent negotiation of a defer
payment agreement prior to disconnection.

G. Late payment penalty
1. Each utility may include in its tariffs a late payment pe

alty which may be applied to delinquent bills.
2. The amount of the late payment penalty shall be indica

upon the customer’s bill when rendered by the utility.
3. In the absence of an approved tariff, the amount of 

late payment penalty shall not exceed 1-1/2% of t
delinquent bill.

H. Change of responsibility or occupancy
1. Not less than three working days advance notice mus

given in person, in writing, or by telephone at the utility
office to discontinue service, to change occupancy or
change account responsibility.

2. The customer in whose name service is being rende
shall be responsible for all utility services provided an
or consumed up to the scheduled date of service disc
tinuation.

3. Existing business service may be continued for a n
subscriber only if the former subscriber consents and 
agreement acceptable to the utility is made to pay all o
standing charges against the service.

4. Change of responsibility on a residence account sh
occur only in those cases where both parties previou
shared telephone service.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2).

R14-2-509. Termination of service
A. Nonpermissible reasons to disconnect service

1. A utility may not disconnect service for any of the rea
sons stated below:
a. Delinquency in payment for services rendered to

prior customer at the premises where service 
being provided, except in the instance where t
prior customer continues to reside on the premises

b. Failure of the customer to pay for services or equ
ment which are not regulated by the Commission.

c. Residential service may not be disconnected due
nonpayment of a bill related to another class of se
vice.

d. Failure to pay for a bill to correct a billing error i
the customer agrees to pay over a reasonable pe
of time.

e. Failure to pay the bill of another customer as guara
tor thereof unless guarantor does not make acce
able payment arrangements.
June 30, 1999 Page 95 Supp. 99-2
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f. Disputed bills where the customer has complied
with the Commission’s rules on complaints.

B. Termination of service without notice
1. Utility service may be disconnected without advance

written notice under the following conditions:
a. The existence of an obvious hazard to the safety or

health of the consumer or the general population or
the utility’s personnel or facilities.

b. The utility has evidence of tampering or evidence of
fraud.

2. The utility shall not be required to restore service until the
conditions which resulted in the termination have been
corrected to the satisfaction of the utility.

3. Each utility shall maintain a record of all terminations of
service without notice. This record shall be maintained
for a minimum of one year and shall be available for
inspection by the Commission.

C. Termination of service with notice
1. A utility may disconnect service to any customer for any

reason stated below provided the utility has met the
notice requirements established by the Commission:
a. Customer violation of any of the utility’s tariffs filed

with the Commission and/or violation of the Com-
mission’s rules and regulations.

b. Failure of the customer to pay a bill for utility ser-
vice.

c. Failure to meet or maintain the utility’s credit and
deposit requirements.

d. Failure of the customer to provide the utility reason-
able access to its equipment and property.

e. Customer breach of contract for service between the
utility and customer.

f. When necessary for the utility to comply with an
order of any governmental agency having such juris-
diction.

g. Unauthorized resale of equipment or service.
2. Each utility shall maintain a record of all terminations of

service with notice. This record shall be maintained for
one year and be available for Commission inspection.

D. Termination notice requirements
1. No utility shall terminate service to any of its customers

without providing advance written notice to the customer
of the utility’s intent to disconnect service, except under
those conditions specified where advance written notice
is not required.

2. Such advance written notice shall contain, at a minimum,
the following information:
a. The name of the person whose service is to be termi-

nated and the telephone number where service is
being rendered.

b. The utility rules or regulation that was violated and
explanation thereof or the amount of the bill which
the customer has failed to pay in accordance with the
payment policy of the utility, if applicable.

c. The date on or after which service may be termi-
nated.

d. A statement advising the customer to contact the
utility at a specific phone number for information
regarding any deferred billing or other procedures
which the utility may offer or to work out some
other mutually agreeable solution to avoid termina-
tion of the customer’s service.

E. Timing of terminations with notice
1. Each utility shall be required to give at least five days

advance written notice prior to the termination date.

2. Such notice shall be considered to be given to the c
tomer when a copy thereof is left with the customer 
posted first class in the United States mail, addressed
the customer’s last known address.

3. If after the period of time allowed by the notice ha
elapsed and the delinquent account has not been paid
arrangements made with the utility for the payme
thereof or in the case of a violation of the utility’s rule
the customer has not satisfied the utility that such vio
tion has ceased, the utility may then terminate service
or after the day specified in the notice without giving fu
ther notice.

4. The utility may terminate service on a temporary basis 
discontinuing the customer’s line access at the cent
office.

5. The utility shall have the right (but not the obligation) t
remove any or all of its property installed on the cu
tomer’s premises upon the termination of service.

6. The terms and conditions of these rules shall apply in
circumstances except those superseded by the provis
of the high toll usage notification procedures.

F. High toll usage monitoring/notification procedures
1. Each telephone utility may establish a high toll usa

monitoring/notification system to identify unexplained o
excessive increases in customer toll usage during inte
periods between the issuance of bills in accordance w
the utility’s established billing cycle. The intent of such 
monitoring/notification system is to enable telephon
utilities to identify situations where it is unlikely that the
customer will be able to pay for toll services already pr
vided as well as to prevent the accrual of additional bi
ings when the risk of loss is increasingly evident.

2. Each utility which establishes a high toll monitoring/not
fication system shall develop and operate such syst
and be governed by the following provisions and proc
dures:
a. Each utility shall establish a “normal” amount of to

usage by customer class and length of service.
i. The normal amount of toll usage shall be base

upon the actual average usage by the custom
class.

b. Increases in toll usage shall not be considered un
plained or excessive until the amount of toll usag
incurred between billing periods is at least two time
the normal amount of monthly toll usage for tha
customer or customer class.

c. When this situation occurs, the utility shall review:
i. The individual customer’s billing history to

determine if the volume of toll usage should b
considered excessive for that particular cu
tomer

ii. Prior payment history
iii. Amount of customer deposit held, if any
iv. Length of customer service to assess the abil

of the customer to pay such toll charges accor
ing to the payment terms of the utility when 
normal billing is rendered.

d. If the review of the customer’s previous billing an
payment history indicates it is unlikely that the cus
tomer shall be able to pay such bill, the utility ma
contact the customer to make inquiries concerni
the abnormal usage. If the explanation is not sat
factory, the utility may require security and/or pay
ment of charges on the account to continue servic

e. The utility may terminate service provided the cu
tomer is given 48 hours advance notice and the c
Supp. 99-2 Page 96 June 30, 1999



Arizona Administrative Code  Title 14, Ch. 2

Corporation Commission - Fixed Utilities

er
nt

of
is-
hall
d/or
n
-

n
n
by

l, if

ld

-
i-

e
n

it-
s
n
e
o

-
ng

esi-
ess
ee
ns

t
n
ch

of

ny
s-
r-
to
is

or
to
 of
li-
-

es
he

fy
d

i-
ss
of
tomer makes no further attempt to secure and or pay
the account in order to continue service.

f. The 48-hour notification rule shall be waived and
service may be terminated immediately in those situ-
ations where intentional customer abuse of toll
usage is evident.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2).

Editor’s Note: The following Section was amended under an
exemption from the Attorney General approval provisions of the
Arizona Administrative Procedure Act (See State of Arizona v.
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (Ct.
App. 1992), as determined by the Corporation Commission. This
exemption means that the rules as amended were not approved by
the Attorney General.

R14-2-510. Administrative and Hearing Requirements
A. Customer service complaints

1. Each utility shall make a full and prompt investigation of
all service complaints made by its customers, either
directly or through the Commission.

2. The utility shall respond to the complainant and/or the
Commission representative within five working days as
to the status of the utility investigation of the complaint.

3. The utility shall notify the complainant and/or the Com-
mission representative of the final disposition of each.
Upon request of the complainant or the Commission rep-
resentative, the utility shall report the findings of its
investigation in writing.

4. Each utility shall keep a record of all written service com-
plaints received which shall contain, at a minimum, the
following data:
a. Name and address of complainant
b. Date and nature of the complaint
c. Disposition of the complaint
d. A copy of any correspondence between the utility,

the customer, and/or the Commission.
5. This record shall be maintained for a minimum period of

one year and shall be available for inspection by the
Commission.

B. Customer bill disputes
1. Any utility customer who disputes a portion of a bill ren-

dered for utility service shall pay the undisputed portion
of the bill and notify the utility’s designated representa-
tive that such unpaid amount is in dispute prior to the
delinquent date of the bill.

2. Upon receipt of the customer notice of dispute, the utility
shall:
a. Notify the customer within five working days of the

receipt of a written dispute notice.
b. Initiate a prompt investigation as to the source of the

dispute.
c. Withhold disconnection of service until the investi-

gation is completed and the customer is informed of
the results.

3. Once the customer has received the results of the utility’s
investigation, the customer shall submit payment within
five working days to the utility for any disputed amounts.
Failure to make full payment shall be grounds for termi-
nation of service.
a. Prior to termination inform the customer of his right

of appeal to the Commission.
C. Commission resolution of service and/or bill disputes

1. In the event a customer and utility cannot resolve a ser-
vice and/or bill dispute, the customer shall file a written
statement of dissatisfaction with the Commission; by sub-

mitting such notice to the Commission, the custom
shall be deemed to have filed an informal complai
against the utility.

2. Within 30 days of the receipt of a written statement 
customer dissatisfaction related to a service or bill d
pute, a designated representative of the Commission s
endeavor to resolve the dispute by correspondence an
telephone with the utility and the customer. If resolutio
of the dispute is not achieved within 20 days of the Com
mission representative’s initial effort, the Commissio
shall hold an informal hearing to arbitrate the resolutio
of the dispute. The informal hearing shall be governed 
the following rules:
a. Each party may be represented by legal counse

desired.
b. All such informal hearings may be recorded or he

in the presence of a stenographer.
c. All parties will have the opportunity to present writ

ten or oral evidentiary material to support the pos
tions of the individual parties.

d. All parties and the Commission’s representativ
shall be given the opportunity for cross-examinatio
of the various parties.

e. The Commission’s representative will render a wr
ten decision to all parties within five working day
after the date of the informal hearing. Such writte
decision of the arbitrator is not binding on any of th
parties and the parties will still have the right t
make a formal complaint to the Commission.

3. The utility may implement normal termination proce
dures if the customer fails to pay all bills rendered duri
the resolution of the dispute by the Commission.

D. Notice by utility of responsible officer or agent
1. Each utility shall file with the Commission a written

statement containing the name, address (business, r
dence and post office) and telephone numbers (busin
and residence) of at least one officer, agent or employ
responsible for the general management of its operatio
as a utility in Arizona.

2. Each utility shall give notice, by filing a written statemen
with the Commission, of any change in the informatio
required herein within five days from the date of any su
change.

E. Time-frames for processing applications for Certificates 
Convenience and Necessity
1. This rule prescribes time-frames for the processing of a

application for a Certificate of Convenience and Nece
sity issued by the Arizona Corporation Commission pu
suant to this Article. These time-frames shall apply 
applications filed on or after the effective date of th
rule.

2. Within 30 calendar days after receipt of an application f
a new Certificate of Convenience and Necessity, or 
amend or change the status of any existing Certificate
Convenience and Necessity, staff shall notify the app
cant, in writing, that the application is either administra
tively complete or deficient. If the application is
deficient, the notice shall specify all deficiencies.

3. Staff may terminate an application if the applicant do
not remedy all deficiencies within 60 calendar days of t
notice of deficiency.

4. After receipt of a corrected application, staff shall noti
the applicant within 30 calendar days if the correcte
application is either administratively complete or def
cient. The time-frame for administrative completene
review shall be suspended from the time the notice 
June 30, 1999 Page 97 Supp. 99-2
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deficiency is issued until staff determines that the appli-
cation is complete.

5. Within 150 days after an application is deemed adminis-
tratively complete, the Commission shall approve or
reject the application.

6. For purposes of A.R.S. § 41-1072 et seq., the Commis-
sion has established the following time-frames:
a. Administrative completeness 

review time-frame: 30 calendar days,
b. Substantive review

time-frame: 150 calendar days,
c. Overall time-frame: 180 calendar days.

7. If an applicant requests, and is granted, an extension or
continuance, the appropriate time-frames shall be tolled
from the date of the request during the duration of the
extension or continuance.

 8. During the substantive review time-frame, the Commis-
sion may, upon its own motion or that of any interested
party to the proceeding, request a suspension of the time-
frame rules.

F. Filing of rules and regulations
1. Each utility shall file with the Commission tariffs which

are in compliance with the rules and regulations promul-
gated by the Arizona Corporation Commission within
120 days of the adoption of such rules by the Commis-
sion.

2. Any proposed changes to the tariffs on file with the Com-
mission shall be accompanied by a statement of justifica-
tion supporting the proposed change in tariff.

3. Any proposed change to the tariffs on file with the Com-
mission shall not be effective until reviewed and
approved by the Commission, except as provided for by
law.

G. Accounts and records
1. Each utility shall keep general and auxiliary accounting

records reflecting the cost of its properties, operating
income and expense, assets and liabilities, and all other
accounting and statistical data necessary to give complete
and authentic information as to its properties and opera-
tions.

2. Each utility shall maintain its books and records in con-
formity with the Uniform Systems of Accounts for Class
A, B, C and D Telephone Utilities as adopted and
amended by the Federal Communications Commission
or, for telephone cooperatives, as promulgated by the
Rural Electrification Administration.

3. A utility shall produce or deliver in this state any or all of
its formal accounting records and related documents
requested by the Commission. It may, at its option, pro-
vide verified copies of original records and documents.

4. All utilities shall submit an annual report to the Commis-
sion on a form prescribed by it. The annual report shall be
filed on or before the 15th day of April for the preceding
calendar year. Reports prepared by a certified or licensed
public accountant on the utility, if any, shall accompany
the annual report.

5. All utilities shall file with the Commission a copy of all
reports required by the Securities and Exchange Commis-
sion.

6. All utilities shall file with the Commission a copy of all
annual reports required by the Federal Communications
Commission and in addition, for telephone cooperatives,
annual reports required by the Rural Electrification
Administration.

H. Maps

1. All utilities shall file with the Commission a map or map
clearly setting forth the location and extent of the area 
areas they hold under approved certificates of conv
nience and necessity, in accordance with the Cadas
(Rectangular) Survey of the United States Bureau 
Land Management, or by metes and bounds with a st
ing point determined by the aforesaid Cadastral Survey

I. Variations, exemptions of Commission rules and regulations
1. Variations or exemptions from the terms and requir

ments of any of the rules included herein (Title 14, Cha
ter 2, Article 5) shall be considered upon the verifie
application of an affected party to the Commission setti
forth the circumstances whereby the public intere
requires such variation or exemption from the Commi
sion rules and regulations. Such application will be su
ject to the review of the Commission, and any variatio
or exemption granted shall require an order of the Co
mission. In case of conflict between these rules and re
lations and an approved tariff or order of th
Commission, the provisions of the tariff or order sha
apply.

J. Prior agreements
1. The adoption of these rules by the Commission shall 

affect any agreements entered into between the utility a
customers or other parties who, pursuant to such c
tracts, arranged for the extension of facilities in a prov
sion of service prior to the effective date of these rules.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2). Amended 

effective December 31, 1998, under an exemption as 
determined by the Arizona Corporation Commission 

(Supp. 98-4).

ARTICLE 6. SEWER UTILITIES

R14-2-601. Definitions
In this Article, unless the context otherwise requires, the followi
definitions shall apply:

1. “Advance in aid of construction”. Funds provided to th
utility by the applicant under the terms of a collectio
main extension agreement the value of which may 
refundable.

2. “Applicant”. A person requesting the utility to supply
sewer service.

3. “Application”. A request to the utility for sewer service
as distinguished from an inquiry as to the availability 
charges for such service.

4. “Arizona Corporation Commission”. The regulator
authority of the state of Arizona having jurisdiction ove
public service corporations operating in Arizona.

5. “Billing month”. The period between any two regula
billings -- approximately 30 day interval.

6. “Billing period”. The time interval between two consecu
tive billings.

7. “Collection main”. A sewer main of the utility from
which service collection lines are extended to custome

8. “Commodity charge”. The unit of cost per billed dis
charge as set forth in the utility’s tariffs.

9. “Contributions in aid of construction”. Funds provided t
the utility by the applicant under the terms of a collectio
main extension agreement and/or service connection 
iff the value of which are not refundable.

10. “Customer”. The person or entity in whose name serv
is rendered, as evidenced by the signature on the appl
tion or contract for that service, or by the receipt and/
payment of bills regularly issued in his name regardle
of the identity of the actual user of the service.
Supp. 99-2 Page 98 June 30, 1999
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11. “Customer charge”. The amount the customer must pay
the utility for the availability of sewer service, excluding
any amount of discharged, as specified in the utility’s tar-
iffs.

12. “Day”. Calendar day.
13. “Minimum charge”. The amount the customer must pay

for the availability of sewer service, including an amount
of discharge, as specified in the utility’s tariffs.

14. “Permanent customer”. A customer who is a tenant or
owner of a service location who applies for and receives
sewer service.

15. “Permanent service”. Service which, in the opinion of the
utility, is of a permanent and established character. The
use of sewer service may be continuous, intermittent, or
seasonal in nature.

16. “Person”. Any individual, partnership, corporation, gov-
ernmental agency, or other organization operating as a
single entity.

17. “Point of collection”. The point where pipes owned,
leased, or under license by a customer connect to the util-
ity’s collection system.

18. “Premises”. All of the real property and apparatus
employed in a single enterprise on an integral parcel of
land undivided by public streets, alleys or railways.

19. “Residential subdivision development”. Any tract of land
which has been divided into four or more contiguous lots
for use for the construction of residential buildings or per-
manent mobile homes for either single or multiple occu-
pancy.

20. “Residential use”. Service to customers discharging sew-
age for domestic purposes.

21. “Rules”. The regulations set forth in the tariffs which
apply to the provision of sewage service.

22. “Service area”. The territory in which the utility has been
granted a Certificate of Convenience and Necessity and is
authorized by the Commission to provide sewer service.

23. “Service establishment charge”. The charge as specified
in the utility’s Schedule of Rates which covers the cost of
establishing a new account.

24. “Service line”. A sewer line that transports sewage from a
customer’s point of collection to a common source (nor-
mally a collection main) of collection of the utility’s.

25. “Service reconnect charge”. The charge as specified in
the utility’s tariffs which must be paid by the customer
prior to reconnection of sewer service each time the
sewer service is disconnected for nonpayment or when-
ever service is discontinued for failure otherwise to com-
ply with the utility’s fixed rules.

26. “Service reestablishment charge”. A charge as specified
in the utility’s tariffs for service at the same location
where the same customer had ordered a service discon-
nection within the preceding 12-month period.

27. “Sewage”. Ground garbage, human or animal excretions,
and other domestic, commercial or industrial waste nor-
mally disposed of through a sanitary sewer system.

28. “Single family dwelling”. A house, an apartment, a
mobile home permanently affixed to a lot, or any other
permanent residential unit which is used as a permanent
home.

29. “Tariffs”. The documents filed with the Commission
which list the services and products offered by the sewer
company and which set forth the terms and conditions
and a schedule of the rates and charges for those services
and products.

30. “Temporary service”. Service to premises or enterprises
which are temporary in character, or where it is known in

advance that the service will be of limited duration. Se
vice which, in the opinion of the utility, is for operations
of a speculative character is also considered tempor
service.

31. “Utility”. The public service corporation providing sewe
service to the public in compliance with state law.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2).

R14-2-602. Certificate of Convenience and Necessity for
sewer utilities; additions/extensions; abandonments
A. Application for new Certificate of Convenience and Necess

1. Any person or entity who desires to construct and
operate a sewer utility will, prior to commencement o
construction of utility facilities, file an application for a
Certificate of Convenience and Necessity with the Ar
zona Corporation Commission.

2. Six copies of each application for a new Certificate 
Convenience and Necessity shall be submitted in a fo
prescribed by the Commission and shall include, at
minimum, the following information:
a. The proper name and correct address of the p

posed utility company and its owner, if a sole propr
etorship, each partner if a partnership, or th
President and Secretary if a corporation.

b. A copy of the Articles of Co-Partnership or Article
of Incorporation for the applicant and/or Bylaws i
the utility is a non-profit organization or association

c. The type of plant, property, or facility proposed t
be constructed.

d. A complete description of the facilities proposed 
be constructed, including preliminary engineerin
specifications in sufficient detail to properly
describe the principal systems and components, a
final and complete engineering specifications whe
they become available.

e. The rates proposed to be charged for the service 
will be rendered because of the proposed constru
tion.

f. The estimated total cost of the proposed constru
tion.

g. The manner of capitalization and method of finan
ing for the project.

h. The financial condition of the applicant.
i. The estimated annual operating revenues a

expenses that are expected to accrue from the p
posed construction.

j. The estimated starting and completion date of t
proposed construction.

k. Maps of the proposed service area.
l. Appropriate city, county and/or state agency appro

als.
m. Estimated number of customers to be served for 

first five years of operation, including documenta
tion to support the estimates.

3. Upon the receipt of such application, the Commissi
staff shall review the application for compliance with th
information requirements of this regulation; additiona
information, amendments and/or corrections to the app
cation to bring the application into compliance with th
regulation shall be governed by the Commission’s rul
of administrative and hearing requirements concerni
incomplete applications.

4. Once the applicant has satisfied the information requi
ments of this regulation, the Commission shall, as expe
June 30, 1999 Page 99 Supp. 99-2
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consider such application.

B. Additions/extensions to existing Certificates of Convenience
and Necessity
1. Each utility which proposes to extend utility service to a

person not located within its certificated service area, but
located in a non-certificated area contiguous to its certifi-
cated service area, shall, prior to the extension of service,
notify the Commission of such service extension. Such
notification shall be in writing and shall be verified and
shall set forth, at a minimum, the number of persons or
entities proposed to be served by such service extension,
their location in relation to the certificated area of the util-
ity and a statement of the utility that the service extension
is to a non-certificated area which is contiguous to its cer-
tificated area. Where emergency service is required to be
provided to a customer in a non-certificated area contigu-
ous to the utility certificated area, the utility shall advise
the Commission simultaneously of such extension and
the written notification shall set forth the nature and
extent of the emergency.

C. Application for authority to abandon, sell, lease, transfer, or
otherwise dispose of a utility
1. Any utility proposing to sell, lease, transfer, or otherwise

dispose of the utility shall, prior to such sale, lease, trans-
fer, or other disposal, file an application for authority to
do so including the following information:
a. The address of the applicant.
b. A description of the utility property proposed to be

abandoned, sold, leased, transferred or otherwise
disposed of.

c. The financial condition of the applicant.
d. The name of the purchaser, lessee or assignee.
e. The terms and conditions of the proposed abandon-

ment, sale, lease, or assignment and copies of any
agreement which has been or will be executed con-
cerning the same.

f. The effect of the proposed transaction upon the ser-
vice of the applicant.

g. The method by which the proposed transaction is to
be financed.

h. The effect the proposed transaction will have on any
other utility and, if so, in what respect.

D. Application for discontinuance or abandonment of utility ser-
vice
1. Any utility proposing to discontinue or abandon any type

of utility service currently in use by the public shall prior
to such action obtain authority therefor from the Commis-
sion.

2. The utility shall include in the application, studies of past,
present and prospective customer use of the subject ser-
vice, plant or facility as is necessary to support the appli-
cation.

3. An application shall not be required to remove individual
facilities where a customer has requested service discon-
tinuance.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2).

R14-2-603. Establishment of service
A. Information from new applicants

1. A utility may obtain the following minimum information
from each new applicant for service:
a. Name or names of applicant(s).
b. Service address or location and telephone number.

c. Billing address or location and telephone number, if
different than service address.

d. Address where service was provided previously.
e. Date applicant will be ready for service.
f. Indication of whether premises have been supplied

with utility service previously.
g. Purpose for which service is to be used.
h. Indication of whether applicant is owner or tenant of

or agent for the premises.
2. Each utility may require a new applicant for service to

appear at the utility’s designated place of business to p
duce proof of identity and sign the utility’s application
form.

3. Where service is requested by two or more individua
the utility shall have the right to collect the full amoun
owed to the utility from any one of the applicants.

B. Deposits
1. A utility may require a deposit from any new applican

for service.
2. The utility shall issue a nonnegotiable receipt to the app

cant for the deposit. The inability of the customer to pr
duce such a receipt shall in no way impair his right 
receive a refund of the deposit which is reflected on t
utility’s records.

3. Interest on deposits shall be calculated annually at 
interest rate filed by the utility and approved by the Com
mission in a tariff proceeding. In the absence of such, 
interest rate shall be 6%.

4. Interest shall be credited to the customer’s bill annually
5. Residential deposits shall be refunded within 30 da

after:
a. 12 consecutive months of service without bein

delinquent in the payment of utility bills provided
the utility may reestablish the deposit if the custom
becomes delinquent in the payment of bills three 
more times within a 12 consecutive month period.

b. Upon discontinuance of service when the custom
has paid all outstanding amounts due the utility.

6. A separate deposit may be required for each serv
installed.

7. The amount of a deposit required by the utility shall 
determined according to the following terms:
a. Residential customer deposits shall not exceed t

times the average residential class bill as evidenc
by the utility’s most recent annual report filed with
the Commission.

b. Nonresidential customer deposits shall not exce
two and one-half times that customer’s estimate
maximum monthly bill.

8. The utility may review the customer’s discharge after s
vice has been established and adjust the deposit amo
based upon the customer’s actual discharge.

9. Upon discontinuance of service, the deposit may 
applied by the utility toward settlement of the customer
bill.

C. Grounds for refusal of service
1. A utility may refuse to establish service if any of the fo

lowing conditions exist:
a. The applicant has an outstanding amount due for 

same class of utilities services with the utility, an
the applicant is unwilling to make arrangemen
with the utility for payment.

b. A condition exists which in the utility’s judgment is
unsafe or hazardous to the applicant, the gene
population, or the utility’s personnel or facilities.
Supp. 99-2 Page 100 June 30, 1999
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c. Refusal by the applicant to provide the utility with a
deposit.

d. Customer is known to be in violation of the utility’s
tariffs filed with the Commission or of the Commis-
sion’s rules and regulations.

e. Failure of the customer to furnish such funds, ser-
vice, equipment, and/or rights-of-way necessary to
serve the customer and which have been specified
by the utility as a condition for providing service.

D. Service establishments, re-establishments or reconnect charge
1. A utility may make a charge as approved by the Commis-

sion for the establishment, reestablishment, or reconnec-
tion of utility service.

2. For the purpose of this rule, service establishments are
where the customer’s facilities are ready and acceptable
to the utility and do not require construction on the part of
the utility.

E. Temporary service
1. Applicants for temporary service may be required to pay

the utility, in advance of service establishment, the esti-
mated cost of installing and removing the facilities neces-
sary for furnishing sewer service.

2. Where the duration of service is to be less than one
month, the applicant may also be required to advance a
sum of money equal to the estimated bill for service.

3. Where the duration of service is to exceed one month, the
applicant may also be required to meet the deposit
requirements of the utility.

4. If at any time during the term of the agreement for service
the character of a temporary customer’s operations
changes so that in the opinion of the utility the customer
is classified as permanent, the terms of the utility’s main
extension rules shall apply.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2).

R14-2-604. Minimum customer information requirements
A. Information for residential customers

1. Each utility shall make available upon customer request
not later than 60 days from the date of request a concise
summary of the rate schedule applied for by such cus-
tomer. The summary shall include the following:
a. Monthly minimum or customer charge, identifying

the amount of the charge and the specific amount of
minimum discharge included in the minimum
charge, where applicable.

b. Rate calculation, including where applicable, com-
putations based upon seasonal or annual water
usages.

2. The utility shall to the extent practical identify the tariff
most advantageous to the customer and notify the cus-
tomer of such prior to service commencement.

3. In addition, a utility shall make available upon customer
request not later than 60 days from the date of request a
copy of the Commission’s rules and regulations govern-
ing:
a. Deposits
b. Terminations of service
c. Billing and collection
d. Complaint handling.

4. Each utility shall inform all new customers of their rights
to obtain the information specified above.

B. Information required due to changes in tariffs
1. Each utility shall transmit to affected customers by the

most economic means available a concise summary of

any change in the utility’s tariffs affecting those custom
ers.

2. This information shall be transmitted to the affected cu
tomer within 60 days of the effective date of the change

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2).

R14-2-605. Service connections
A. Priority and timing

1. After an applicant has complied with the utility’s applica
tion and deposit requirements and has been accepted
service by the utility, the utility shall schedule that cu
tomer for service connection.

2. Service connections shall be scheduled for complet
within five working days of the date the customer ha
been accepted for service, except in those instances w
the customer requests service connection beyond the 
working day limitation.

3. When the utility has made arrangements to meet wit
customer for service establishment purposes and the u
ity or the customer cannot make the appointment duri
the prearranged time, the utility shall reschedule the co
nection to the satisfaction of both parties.

4. For the purposes of this rule, establishment of serv
takes place only when the customer’s facilities are rea
and acceptable to the utility.

B. Customer provided facilities
1. An applicant for service shall be responsible for th

installation of all plumbing up to the applicant’s propert
line. In addition, the applicant is responsible for th
proper grade or leveling of the sewer connection so tha
conforms with the collection system of the utility.

2. Funds collected for service connections may be non
fundable contributions to the utility.

C. Customer provided equipment safety and operation
1. Each customer shall be responsible for maintaining 

equipment and facilities using or used for utility service
located on his side of the point of collection in safe ope
ating condition.

D. Easements and rights-of-way
1. Each customer shall grant adequate easement and r

of-way satisfactory to the utility to ensure that customer
proper service connection. Failure on the part of the c
tomer to grant adequate easement and right-of-way s
be grounds for the utility to refuse service.

2. When a utility discovers that a customer or his agent
performing work or has constructed facilities adjacent 
or within an easement or right-of-way and such wor
construction or facility poses a hazard or is in violation 
federal, state or local laws, ordinances, statutes, rules
regulations, or significantly interferes with the utility’s
access to equipment, the utility shall notify the custom
or his agent and shall take whatever actions are neces
to eliminate the hazard, obstruction or violation at th
customer’s expense.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2).

R14-2-606. Collection main extension agreements
A. General requirements

1. Each utility entering into a main extension agreeme
shall comply with the provisions of this rule, which spe
cifically defines the conditions governing collection mai
extensions.

2. Upon request by a potential applicant for a collectio
main extension, the utility shall prepare, without charg
June 30, 1999 Page 101 Supp. 99-2
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a preliminary sketch and rough estimate of the cost of
installation to be paid by said applicant.

3. Any applicant for a collection main extension requesting
the utility to prepare detailed plans, specifications, or cost
estimates may be required to deposit with the utility an
amount equal to the estimated cost of preparation. The
utility shall, upon request, make available within 90 days
after receipt of the deposit referred to above, such plans,
specifications, or cost estimates of the proposed collec-
tion main extension. Where the applicant accepts the
plans and the utility proceeds with construction of the
extension, the deposit shall be credited to the cost of con-
struction; otherwise the deposit shall be nonrefundable. If
the extension is to include oversizing of facilities to be
done at the utility’s expense, appropriate details shall be
set forth in the plans, specifications and cost estimates.

4. Where the utility requires an applicant to advance funds
for a collection main extension, the utility shall furnish
the applicant with a copy of the extension tariff of the
appropriate utility prior to the applicant’s acceptance of
the utility’s extension agreement.

5. All collection main extension agreements requiring pay-
ment by the applicant shall be in writing and signed by
each party before the utility commences construction.

6. In the event the utility’s actual cost of construction is dif-
ferent from the amount advanced by the customer, the
utility shall make a refund to or collect additional funds
from, the applicant within 120 days after the completion
of the construction.

7. The provisions of this rule apply only to those applicants
who in the utility’s judgment will be permanent custom-
ers of the utility. Applications for temporary service shall
be governed by the Commission’s rules concerning tem-
porary service applications.

B. Minimum written agreement requirements
1. Each collection main extension agreement shall, at a min-

imum, include the following information:
a. Name and address of applicant(s)
b. Proposed service address or location
c. Description of requested service
d. Description and sketch of the requested main exten-

sion
e. A cost estimate to include materials, labor, and other

costs as necessary
f. Payment terms
g. A clear and concise explanation of any refunding

provisions, if appropriate
h. The utility’s estimated start date and completion

date for construction of the collection main exten-
sion

2. Each applicant shall be provided with a copy of the writ-
ten collection main extension agreement.

C. Main extension requirements
1. Each main extension tariff shall include the following

provisions:
a. A maximum footage and/or equipment allowance to

be provided by the utility at no charge. The maxi-
mum footage and/or equipment allowance may be
differentiated by customer class.

b. An economic feasibility analysis for those main
extensions which exceed the maximum footage and/
or equipment allowance. Such economic feasibility
analysis shall consider the incremental revenues and
cost associated with the main extension. In those
instances where the requested main extension does
not meet the economic feasibility criteria established

by the utility, the utility may require the customer to
provide funds to the utility, which will make the
main extension economically feasible. The metho
ology employed by the utility in determining eco
nomic feasibility shall be applied uniformly and
consistently to each applicant requiring a ma
extension.

c. The timing and methodology by which the utility
will refund any advances in aid of construction a
additional customers are served off the main exte
sion. The customer may request an annual survey
determine if additional customers have been co
nected to and are using service from the main exte
sion. In no case shall the amount of the refun
exceed the amount originally advanced.

d. All advances in aid of construction shall be noninte
est bearing.

e. If after five years from the utility’s receipt of the
advance, the advance has not been totally refund
the advance shall be considered a contribution in a
of construction and shall no longer be refundable.

D. Residential subdivision development and permanent mob
home parks
1. Each utility shall submit as a part of its main extensio

tariff separate provisions for residential subdivisio
developments and permanent mobile home parks.

E. Ownership of facilities
1. Any facilities installed hereunder shall be the sole pro

erty of the utility.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2).

R14-2-607. Provision of service
A. Utility responsibility

1. Each utility shall be responsible for the safe conduct a
handling of the sewage from the customer’s point of co
lection.

2. The utility may, at its option, refuse service until the cu
tomer has obtained all required permits and/or inspe
tions indicating that the customer’s facilities comply wit
local construction and safety standards.

B. Customer responsibility
1. Each customer shall be responsible for maintaining 

facilities on the customer’s premises in safe operati
condition and in accordance with the rules of the sta
Department of Health.

2. Each customer shall be responsible for safeguarding
utility property installed in or on the customer’s premise
for the purpose of supplying utility service to that cu
tomer.

C. Continuity of service
1. Each utility shall make reasonable efforts to supply a s

isfactory and continuous level of service. However, n
utility shall be responsible for any damage or claim 
damage attributable to any interruption or discontinuati
of service resulting from:
a. Any cause against which the utility could not hav

reasonably foreseen or made provision for, i.e., for
majeure

b. Intentional service interruptions to make repairs 
perform routine maintenance

c. Any temporary overloading of the utility’s collec-
tion or treatment facilities.

D. Service interruption
Supp. 99-2 Page 102 June 30, 1999
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1. Each utility shall make reasonable efforts to reestablish
service within the shortest possible time when service
interruptions occur.

2. Each utility shall make reasonable provisions to meet
emergencies resulting from failure of service, and each
utility shall issue instructions to its employees covering
procedures to be followed in the event of emergency in
order to prevent or mitigate interruption or impairment of
service.

3. In the event of a national emergency or local disaster
resulting in disruption of normal service, the utility may,
in the public interest, interrupt service to other customers
to provide necessary service to civil defense or other
emergency service agencies on a temporary basis until
normal service to these agencies can be restored.

4. When a utility plans to interrupt service for more than
four hours to perform necessary repairs or maintenance,
the utility shall attempt to inform affected customers at
least 24 hours in advance of the scheduled date and esti-
mated duration of the service interruption. Such repairs
shall be completed in the shortest possible time to mini-
mize the inconvenience to the customers of the utility.

5. The Commission shall be notified of interruptions in ser-
vice affecting the entire system or any major division
thereof. The interruption of service and cause shall be
reported within four hours after the responsible represen-
tative of the utility becomes aware of said interruption by
telephone to the Commission and followed by a written
report to the Commission.

E. Construction standards
1. The design, construction and operation of all sewer plants

shall conform to the requirements of the Arizona Depart-
ment of Health Services or its successors and any other
governmental agency having jurisdiction thereof. Phase
construction is acceptable.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2).

R14-2-608. Billing and collection
A. Frequency

1. Each utility shall bill monthly for services rendered.
B. Minimum bill information

1. Each bill for residential service will contain the following
minimum information:
a. Billed discharge, where applicable
b. Utility telephone number
c. Amount due and due date
d. Customer’s name
e. Service account number, if available
f. Past due amount, where appropriate
g. Adjustment factor, where applicable
h. Other approved tariff charges.

C. Billing terms
1. All bills for utility services are due and payable no later

than ten days from the date the bill is rendered. Any pay-
ment not received within this time frame shall be consid-
ered past due.

2. For purposes of this rule, the date a bill is rendered may
be evidenced by:
a. The postmark date
b. The mailing date.

3. All past due bills for utility services are due and payable
within ten days. Any payment not received within this
time frame shall be considered delinquent.

4. All delinquent bills for which payment has not bee
received within five days shall be subject to the prov
sions of the utility’s termination procedures.

5. All payments shall be made at or mailed to the office 
the utility or to the utility’s duly authorized representa
tive.

D. Applicable tariffs, prepayment, failure to receive, commenc
ment date, taxes
1. Each customer shall be billed under the applicable ta

indicated in the customer’s application for service.
2. Each utility shall make provisions for advance payme

for sewer services.
3. Failure to receive bills or notices which have been pro

erly placed in the United States mail shall not preve
such bills from becoming delinquent nor relieve the cu
tomer of his obligations therein.

4. Charges for service commence when the service
installed and connection made, whether used or not.

5. In addition to the collection of regular rates, each utili
may collect from its customers a proportionate share
any privilege, sales or use tax, or other imposition bas
on the gross revenues received by the utility.

E. Insufficient funds (NSF) checks
1. A utility shall be allowed to recover a fee, as approved 

the Commission for each instance where a customer t
ders payment for utility service with an insufficient fund
check.

2. When the utility is notified by the customer’s bank th
there are insufficient funds to cover the check tender
for utility service, the utility may require the customer t
make payment in cash, by money order, certified che
or other means which guarantee the customer’s paym
to the utility.

3. A customer who tenders an insufficient check shall in 
way be relieved of the obligation to render payment to t
utility under the original terms of the bill nor defer th
utility’s provision for termination of service for nonpay
ment of bills.

F. Late payment penalty
1. Each utility may include in its tariffs a late payment pe

alty tariff which may be applied to delinquent bills.
2. The amount of the late payment penalty shall be indica

upon the customer’s bill when rendered by the utility.
3. In the absence of an approved tariff, the amount of 

late payment penalty shall not exceed 1-1/2% of t
delinquent bill.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2).

R14-2-609. Termination of service
A. Nonpermissible reasons to disconnect service

1. A utility may not disconnect service for any of the rea
sons stated below:
a. Delinquency in payment for services rendered to

prior customer at the premises where service 
being provided, except in the instance where t
prior customer continues to reside on the premises

b. Failure of the customer to pay for services or equ
ment which are not regulated by the Commission.

c. Nonpayment of a bill related to another class of se
vice.

d. Failure to pay for a bill to correct a previous unde
billing due to a billing error if the customer agrees t
pay over a reasonable period of time.

e. Disputed bills where the customer has complie
with the Commission’s rules and regulations.
June 30, 1999 Page 103 Supp. 99-2
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B. Termination of service without notice
1. Utility service may be disconnected without advance

written notice under the following conditions:
a. The existence of an obvious hazard to the safety or

health of the consumer or the general population.
b. The utility has evidence of fraud.

2. The utility shall not be required to restore service until the
conditions which resulted in the termination have been
corrected to the satisfaction of the utility.

3. Each utility shall maintain a record of all terminations of
service without notice. This record shall be maintained
for a minimum of one year and shall be available for
inspection by the Commission.

C. Termination of service with notice
1. A utility may disconnect service to any customer for any

reason stated below provided the utility has met the
notice requirements established by the Commission:
a. Customer violation of any of the Commission’s

rules.
b. Failure of the customer to pay a delinquent bill for

utility service.
c. Failure to meet or maintain the utility’s credit and

deposit requirements.
d. Failure of the customer to provide the utility reason-

able access to its equipment and property.
e. Customer breach of a written contract for service

between the utility and customer.
f. When necessary for the utility to comply with an

order of any governmental agency having such juris-
diction.

2. Each utility shall maintain a record of all terminations of
service with notice. This record shall be maintained for
one year and be available for Commission inspection.

D. Termination notice requirements
1. No utility shall terminate service to any of its customers

without providing advance written notice to the customer
of the utility’s intent to disconnect service, except under
those conditions specified where advance written notice
is not required.

2. Such advance written notice shall contain, at a minimum,
the following information:
a. The name of the person whose service is to be termi-

nated and the address where service is being ren-
dered.

b. The Commission rule or regulation that was violated
and explanation thereof or the amount of the bill
which the customer has failed to pay in accordance
with the payment policy of the utility, if applicable.

c. The date on or after which service may be termi-
nated.

d. A statement advising the customer that the utility’s
stated reason for the termination of services may be
disputed by contacting the utility at a specific
address of phone number, advising the utility of the
dispute and making arrangements to discuss the
cause for termination with a responsible employee
of the utility in advance of the scheduled date of ter-
mination. The responsible employee shall be
empowered to resolve the dispute and the utility
shall retain the option to terminate service after
affording this opportunity for a meeting and con-
cluding that the reason for termination is just and
advising the customer of his right to file a complaint
with the Commission.

E. Timing of terminations with notice

1. Each utility shall be required to give at least five day
advance written notice prior to the termination date.

2. Such notice shall be considered to be given to the c
tomer when a copy thereof is left with the customer 
posted first class in the United States mail, addressed
the customer’s last known address.

3. If after the period of time allowed by the notice ha
elapsed and the delinquent account has not been paid
arrangements made with the utility for the payme
thereof or in the case of a violation of the utility’s rule
the customer has not satisfied the utility that such vio
tion has ceased, the utility may then terminate service
or after the day specified in the notice without giving fu
ther notice.

F. Landlord/tenant rule
1. In situations where service is rendered at an address 

ferent from the mailing address of the bill or where th
utility knows that a landlord/tenant relationship exists an
that the landlord is the customer of the utility, and whe
the landlord as a customer would otherwise be subjec
disconnection of service, the utility may not disconne
service until the following actions have been taken:
a. Where it is feasible to so provide service, the utilit

after providing notice as required in these rule
shall offer the occupant the opportunity to subscrib
for service in his or her own name. If the occupa
then declines to so subscribe, the utility may disco
nect service pursuant to the rules.

b. A utility shall not attempt to recover from a tenant o
condition service to a tenant with the payment of an
outstanding bills or other charges due upon the o
standing account of the landlord.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2).

Editor’s Note: The following Section was amended under a
exemption from the Attorney General approval provisions of th
Arizona Administrative Procedure Act (See State of Arizona 
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (C
App. 1992), as determined by the Corporation Commission. Th
exemption means that the rules as amended were not approved
the Attorney General.

R14-2-610. Administrative and Hearing Requirements
A. Customer service complaints

1. Each utility shall make a full and prompt investigation of
all service complaints made by its customers, either
directly or through the Commission.

2. The utility shall respond to the complainant and/or the
Commission representative within five working days as
to the status of the utility investigation of the complaint.

3. The utility shall notify the complainant and/or the Com-
mission representative of the final disposition of each
complaint. Upon request of the complainant or the Com-
mission representative, the utility shall report the findings
of its investigation in writing.

4. The utility shall inform the customer of his right of appeal
to the Commission should the results of the utility
investigation prove unsatisfactory to the customer.

5. Each utility shall keep a record of all written service com
plaints received which shall contain, at a minimum, th
following data:
a. Name and address of the complainant
b. Date and nature of the complaint
c. Disposition of the complaint
d. A copy of any correspondence between the utili

the customer, and/or the Commission.
Supp. 99-2 Page 104 June 30, 1999
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This record shall be maintained for a minimum period of
one year and shall be available for inspection by the
Commission.

B. Notice by utility of responsible officer or agent
1. Each utility shall file with the Commission a written

statement containing the name, address (business, resi-
dence and post office) and telephone numbers (business
and residence) of at least one officer, agent or employee
responsible for the general management of its operations
as a utility in Arizona.

2. Each utility shall give notice, by filing a written statement
with the Commission, of any change in the information
required herein within five days from the date of any such
change.

C. Time-frames for processing applications for Certificates of
Convenience and Necessity
1. This rule prescribes time-frames for the processing of any

Application for a Certificate of Convenience and Neces-
sity issued by the Arizona Corporation Commission pur-
suant to this Article. These time-frames shall apply to
applications filed on or after the effective date of this
rule.

2. Within 30 calendar days after receipt of an application for
a new Certificate of Convenience and Necessity, or to
amend or change the status of any existing Certificate of
Convenience and Necessity, staff shall notify the appli-
cant, in writing, that the application is either administra-
tively complete or deficient. If the application is
deficient, the notice shall specify all deficiencies.

3. Staff may terminate an application if the applicant does
not remedy all deficiencies within 60 calendar days of the
notice of deficiency.

4. After receipt of a corrected application, staff shall notify
the applicant within 30 calendar days if the corrected
application is either administratively complete or defi-
cient. The time-frame for administrative completeness
review shall be suspended from the time the notice of
deficiency is issued until staff determines that the appli-
cation is complete.

5. Within 150 days after an application is deemed adminis-
tratively complete, the Commission shall approve or
reject the application.

6. For purposes of A.R.S. § 41-1072 et seq., the Commis-
sion has established the following time-frames:
a. Administrative completeness 

review time-frame: 30 calendar days,
b. Substantive review

time-frame: 150 calendar days,
c. Overall time-frame: 180 calendar days.

7. If an applicant requests, and is granted, an extension or
continuance, the appropriate time-frames shall be tolled
from the date of the request during the duration of the
extension or continuance.

8. During the substantive review time-frame, the Commis-
sion may, upon its own motion or that of any interested
party to the proceeding, request a suspension of the time-
frame rules.

D. Accounts and records
1. Each utility shall keep general and auxiliary accounting

records reflecting the cost of its properties, operating
income and expense, assets and liabilities, and all other
accounting and statistical data necessary to give complete
and authentic information as to its properties and opera-
tions.

2. Each utility shall maintain its books and records in co
formity with the NARUC Uniform Systems of Accounts
for Class A, B, C and D Sewer Utilities.

3. A utility shall produce or deliver in this state any or all o
its formal accounting records and related documen
requested by the Commission. It may, at its option, pr
vide verified copies of original records and documents.

4. All utilities shall submit an annual report to the Commi
sion on a form prescribed by it. The annual report shall 
filed on or before the 15th day of April for the precedin
calendar year. Reports prepared by a certified or licens
public accountant on the utility, if any, shall accompan
the annual report.

5. All utilities shall file with the Commission a copy of al
reports required by the Securities and Exchange Comm
sion.

E. Maps
1. All utilities shall file with the Commission a map or map

clearly setting forth the location and extent of the area 
areas they hold under approved certificates of conv
nience and necessity, in accordance with the Cadas
(Rectangular) Survey of the United States Bureau 
Land Management, or by metes and bounds with a st
ing point determined by the aforesaid Cadastral Survey

F. Variations, exemptions of Commission rules and regulations
1. Variations or exemptions from the terms and requir

ments of any of the rules included herein (Title 14, Cha
ter 2, Article 6) shall be considered upon the verifie
application of an affected party to the Commission setti
forth the circumstances whereby the public intere
requires such variation or exemption from the Commi
sion rules and regulations. Such application will be su
ject to the review of the Commission, and any variatio
or exemption granted shall require an order of the Co
mission. In case of conflict between these rules and re
lations and an approved tariff or order of th
Commission, the provisions of the tariff or order sha
apply.

G. Prior agreements
1. The adoption of these rules by the Commission shall 

affect any agreements entered into between the utility a
customers or other parties who, pursuant to such c
tracts, arranged for the extension of facilities in a prov
sion of service prior to the effective date of these rules.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2). Amended 

effective December 31, 1998, under an exemption as 
determined by the Arizona Corporation Commission 

(Supp. 98-4).

ARTICLE 7. RESOURCE PLANNING

R14-2-701. Definitions
The following definitions shall apply unless the context otherwi
requires:

1. “Appliance efficiency” - the energy usage per unit of ou
put of a particular type of energy-using equipment.

2. “Appliance saturation” - the proportion of customers in
given customer class who have a particular type 
energy-using equipment.

3. “Average price” - revenue from the customer cla
divided by the number of kilowatt hours sold to that cu
tomer class.

4. “Baseload demand” - demand for energy that is insen
tive to temperature.

5. “Benchmark” - to calibrate against a known set of valu
or standards.
June 30, 1999 Page 105 Supp. 99-2
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6. “Book life” - the expected time period over which a
power supply source will be available for use by the util-
ity.

7. “Capacity” - the amount of electric power which a power
source is rated to provide, either by the user, the supplier,
or the manufacturer.

8. “Capital costs” - the construction and installation cost of
facilities including land, land rights, structures, and
equipment.

9. “Cogeneration” - the sequential production of electricity
and heat, steam, or useful work from the same fuel
source.

10. “Customer class” - a group of customers with similar
characteristics such as amount of energy consumed,
amount of demand placed on the energy supply system at
the system peak, hourly, daily, or seasonal load pattern,
type of activity engaged in by the customer, and location.
Customer classes may include residential, commercial,
industrial, agricultural, municipal, and other categories.

11. “Decommissioning” - the process of safely and economi-
cally removing a unit from service.

12. “Degree day” - the difference in degrees Fahrenheit
between the reference temperature and the average tem-
perature for a particular day. The average temperature is
the high temperature plus the low temperature divided by
two. If a day’s average temperature exceeds the reference
temperature, the day is a cooling degree day; if the day’s
average temperature is less than the reference tempera-
ture, the day is a heating degree day.

13. “Demand management” - beneficial reduction in the total
cost of meeting electric energy service needs by reducing
or shifting in time the demand for electricity.

14. “Derating” - reduction in a unit's capacity.
15. “Discount rate” - the interest rate used to calculate the

present value of a cost or other economic variable.
16. “End use” - the final application of electric energy such

as heating, cooling, running a particular appliance, or
lighting.

17. “Energy losses” - electric energy not available for sale to
end users, for resale, or for use by the utility, attributable
to transmission, conversion, distribution, and unac-
counted for losses.

18. “Escalation” - the change in costs due to inflation,
changes in manufacturing processes, availability of labor
or materials, or other factors.

19. “Forced outage rate” - the proportion of hours in a period,
excluding those hours set aside for planned outages, in
which a power source, such as a generating unit, suffers
unplanned outages due to unplanned component failures
or other conditions requiring that the source be removed
from service immediately or before the next planned out-
age.

20. “Heat rate” - a measure of generating station thermal effi-
ciency expressed in British thermal units (Btus) per net
kilowatt hour and computed by dividing the total Btu
content of fuel used for electric generation by the kilowatt
hours of electricity generated.

21. “Household income pattern” - the proportion of house-
holds falling in each of several income ranges.

22. “Interchange” - electric energy received by the electric
utility from another provider of electricity or supplied by
the electric utility to another provider of electricity which
is not purchased or sold under the terms of a long-term
agreement.

23. “Interruptible power” - power made available unde
agreements which permit curtailment or cessation 
delivery by the supplier.

24. “In-service date” - the date a power supply sour
becomes available for use by the utility.

25. “Maintenance” - the repair of generation, transmissio
distribution, and administrative and general facilitie
replacement of minor items, and installation of materia
to preserve the efficiency and working condition of th
facilities.

26. “Maintenance schedule” - the specific days during whi
a power production unit is removed from service fo
inspection or overhaul of one or more major componen
such work is planned well in advance.

27. “Mothballing” - the temporary removal of a unit from
active service and accompanying long-term storage ac
ities.

28. “Operate” - to manage or otherwise be responsible for 
production of electricity from a generating facility
whether that facility is owned by the operator, in whole 
in part, or whether that facility is owned by anothe
entity.

29. “Operating costs” - the power production costs that a
directly related to producing electricity.

30. “Participation rate” - the proportion of customers wh
take part in a specific program.

31. “Probabilistic analysis” - a systematic evaluation of th
effect on costs, reliability, or other measures of perfo
mance of the range of possible events affecting fact
which influence performance, considering the chanc
that the events will occur.

32. “Production cost” - the variable operating and maint
nance cost (including fuel cost) of producing electrici
through generation and purchases of power sufficient
meet demand.

33. “Refurbish” - to make major changes in the power pr
duction, transmission, or distribution characteristics of
component of the power supply system more extens
than maintenance or repair, such as changing the fu
which can be used in a generating unit or changing 
capacity of a generating unit.

34. “Reliability” - a measure of the ability of the utility’s gen
eration, transmission, and distribution systems to provi
power without failures. Reliability should be measure
separately for generation, transmission, and distributi
systems. Measures may reflect the proportion of time th
each system is unable to meet demand or the kilow
hours of demand that could not be supplied.

35. “Reserve requirements” - the capacity which the utili
must maintain in excess of its peak load to provide f
scheduled maintenance, forced outages, unfores
loads, emergencies, system operating requirements, 
power pool requirements.

36. “Resource planning” - integrated supply and dema
analysis for the purpose of identifying the means of me
ing electric energy service needs at the lowest total co
taking into account uncertainty.

37. “Self generation” - the production of electricity by an en
user by any means including cogeneration.

38. “Sensitivity analysis” - a systematic assessment of 
degree of response of costs, reliability, or other measu
of performance to changes in assumptions about fact
which influence performance.

39. “Spinning reserve” - the capacity which the utility mus
maintain connected to the system and ready to deliv
power promptly. The capacity may be expressed as a p
Supp. 99-2 Page 106 June 30, 1999
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centage of peak load, as a percentage of the largest unit,
or as fixed megawatts.

40. “Total cost” - all capital, operating, maintenance, fuel,
and decommissioning costs incurred in the provision or
conservation of electric energy services borne by end
users, utilities, or others, and any adverse environmental
effects.

41. “Unit” - a specific device or set of devices that converts
one form of energy (such as heat or solar energy) into
electric energy such as a turbine and generator or set of
photovoltaic cells; a power plant may have multiple units.

42. “Utility” - the entity providing electric service to the pub-
lic.

Historical Note
Adopted effective February 3, 1989 (Supp. 89-1).

R14-2-702. Applicability
A. All electric utilities under the jurisdiction of the Commission

pursuant to Arizona Constitution Art. XV and Arizona
Revised Statutes Title 40 which operate or own (in part or in
whole) generating facilities, whether the power generated is
for sale to end users or is for resale, are subject to the provi-
sions of this Article.

B. Any other electric utility under the jurisdiction of the Commis-
sion pursuant to Arizona Constitution Art. XV and Arizona
Revised Statutes Title 40 is subject to the provisions of this
article upon 2 years’ notice by the Commission.

C. The Commission may exempt a utility from these require-
ments upon a demonstration by the utility that the burden of
compliance with this Article exceeds the potential for cost sav-
ings resulting from its participation.

Historical Note
Adopted effective February 3, 1989 (Supp. 89-1).

R14-2-703. Utility reporting requirements
A. Demand side data. Each utility shall provide the Commission

staff the demand data in subsection (A)(1) through (9) below,
within 90 days of the effective date of these rules and shall
provide staff with updated and revised data by April 1 of each
year thereafter. If records are not maintained for any item, the
utility shall provide its best estimates, such as sample survey
data, application of factors from 1 year’s data to another year,
or other methods, and fully describe how such estimates were
made.
1. Hourly demand for the previous calendar year disaggre-

gated by:
a. Sales to end users,
b. Sales for resale,
c. Energy losses, and
d. Other disposition of energy such as energy furnished

without charge and energy used by the utility.
2. If available, hourly demand for the previous calendar

year disaggregated by:
a. Residential customers,
b. Nonresidential customers by customer class and by

type of business,
c. Entitles purchasing power for resale.

3. Coincident peak demand (megawatts) and energy
demand (megawatt hours) by month for the previous ten
years disaggregated by customer class and, for nonresi-
dential customers, if available, disaggregated by type of
business.

4. Number of customers by customer class by year for the
previous ten years.

5. Heating and cooling degree days by month for the pre
ous ten years. The utility may provide these data by c
matic region at its option.

6. Residential customer characteristics and end use data
lected in the last ten years which the utility has availab
including:
a. Mix of dwelling unit types (single family, multi-

family, mobile homes),
b. Household income patterns,
c. Appliance saturation by types of appliance,
d. Appliance saturation by household income patte

and dwelling unit type,
e. End use metering data,
f. Appliance efficiency data,
g. Appliance connected load data, and
h. Data relating customer usage and heating and co

ing degree days or temperature.
7. Nonresidential customer characteristics and usage d

collected in the last ten years which the utility has ava
able, including:
a. Number of customers by type of business,
b. Number of employees by type of business,
c. Electricity usage by major end use of power inclu

ing space cooling, and
d. Hourly demand for major types of industrial an

commercial customers for baseload, heating, a
cooling uses.

8. Reduction in load due to existing demand managem
measures, by type of demand management measure
the previous calendar year.

9. Annual average prices of electricity charged to each no
residential customer class, by type of business, and to 
idential customers, for the previous ten years.

B. Supply side data. Each utility shall provide the Commissi
staff the supply data indicated in subsection (B)(1) through 
within 90 days of the effective date of these rules and sh
provide staff with updated and revised data by April 1 of ea
year thereafter. If records are not maintained for any item, 
utility shall provide its best estimates and fully describe ho
those estimates were made.
1. For each generating unit and purchased power cont

for the previous calendar year:
a. In-service date,
b. Book life or contract period,
c. Capacity in megawatts (utility share),
d. Maximum unit or contract capacity by hour, day, o

month, if such capacity varies over the year.
e. Forced outage rate (generating units only),
f. Average heat rate of generating units and, if ava

able, heat rates at selected output levels,
g. Fuel cost for generating units in dollars per millio

Btu for each type of fuel,
h. Other variable operating and maintenance costs 

generating units in dollars per megawatt hour,
i. Purchased power energy costs for contract purcha

in dollars per megawatt hour,
j. Fixed operating and maintenance costs of generat

units in dollars per megawatt for the year,
k. Demand charges for purchased power,
l. Fuel types for generating units,
m. Minimum capacity at which the unit would be run o

power must be purchased,
n. Whether, under standard operating procedures, 

generating unit must be run if it is available to run,
o. Maintenance schedules for generating units,
June 30, 1999 Page 107 Supp. 99-2
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p. Other data related to generation units and purchased
power contracts which the utility uses in its produc-
tion, planning, and supply models.

2. For the power supply system for the previous calendar
year:
a. A description of unit commitment procedures,
b. Production cost,
c. Reserve requirements,
d. Spinning reserve,
e. Reliability of generating, transmission, and distribu-

tion systems,
f. Interchange purchase and sale prices, and
g. Energy losses.

3. The level of cogeneration and other forms of self genera-
tion in the utility’s service area for the previous calendar
year.

4. As available, a description and map of the utility’s trans-
mission system, including the capacity of each segment
of the transmission system.

C. Demand forecasts. Each utility shall provide the following
data and analyses to the Commission by December 31, 1989,
and every three years thereafter. If no changes are forecast for
any item, the utility may refer to previous filings for that item.
1. Ten-year forecast of system coincident peak load (mega-

watts) and energy demanded (megawatt hours) by month
and year, separately for residential, commercial, indus-
trial, interruptible, and other customers, for resale, and for
energy losses.

2. Hourly demand forecasts for ten years, if requested by
staff.

3. Disaggregation of the demand forecast of paragraph (1)
of this subsection into a component in which no addi-
tional demand management measures are assumed, and a
component indicating the change in load due to fore-
casted demand management measures.

4. Descriptions of demand management programs and mea-
sures included in the demand forecast, including:
a. Plans for implementing the demand management

measures,
b. The participation rate of customers by customer

class with regard to each demand management mea-
sure,

c. The expected change in demand resulting from each
of the measures, and

d. The life of each program.
5. Description of each demand management program which

was considered but rejected and the reasons for rejecting
each program.

6. The capital and operating and maintenance costs of each
demand management measure considered, including
practical measures which were rejected.

7. Documentation of all data, analyses, methods, and
assumptions used in making the demand forecasts,
including:
a. A description of how the forecasts were bench-

marked,
b. Justifications for selecting the methods and assump-

tions used, and
c. If requested by the staff, data used in the analyses.

D. Supply plans. Each utility shall provide the following data and
analyses to the Commission by December 31, 1989, and every
three years thereafter. If no changes are forecast for any item,
the utility may refer to previous filings for that item.
1. Ten-year plan providing for each year:

a. The data required in subsection (B)(1)(a) through (p)
of this Section for each generating unit and pur-

chased power source, and the data required in s
section (B)(2)(a) through (g) of this Section.

b. For each generating unit that is new or refurbish
during the period:
i. The data required in subsection (B)(1) of thi

Section for applicable years, and
ii. The capital cost, construction time, and con

struction spending schedule.
c. The escalation levels assumed for each compon

of cost for each generating unit and purchased pow
source.

d. For the discontinuation, decommissioning, or mot
balling of any power source and permanent der
ings of any generating facility:
i. Identification of the power sources or units

involved,
ii. The costs and spending schedule of such d

continuation, decommissioning, mothballing
or derating, and

iii. The reasons for discontinuation, decommis
sioning, mothballing, or derating.

e. The capital and operating and maintenance costs
new or refurbished transmission and distributio
facilities, and a description of the need for and pu
pose of such facilities.

2. Documentation of the data, assumptions, and method
models used to forecast production costs and power p
duction in subsection (D)(1) of this Section, including th
method by which the forecast was calibrated or benc
marked.

3. Description of each potential power source which w
rejected, the capital and operating and maintenance c
of each rejected source, and the reasons for rejecting e
source.

4. Ten-year forecast of cogeneration and other self gene
tion by customers of the utility in terms of annual pea
production (megawatts) and annual energy producti
(megawatt hours).

5. Disaggregation of the forecast of subsection (D)(4) of th
Section into a component in which no additional effor
are made to encourage such generation, and a compo
consisting of the change in supply due to additional for
casted cogeneration and self generation measures.

6. Ten-year forecast of capital and operating and main
nance costs by year of all cogeneration and other self g
eration included in subsection (D)(5) of this Section.

7. Documentation of the analysis of cogeneration and ot
self generation in subsection (D)(4) through (6) of th
Section.

E. Analyses of uncertainty. Each utility shall provide to the Com
mission the following information by December 31, 1989, an
every three years thereafter:
1. Analyses using appropriate methods such as sensiti

analyses and probabilistic analyses, to assess errors
uncertainty in:
a. Demand forecasts,
b. The costs of demand management measures 

power supply,
c. The availability of sources of power,
d. Changes in fuel prices, and
e. Other factors which the utility wishes to consider.

2. Identification of those options which enable the utility t
best respond to significant changes in conditions who
future characteristics are uncertain, including:
Supp. 99-2 Page 108 June 30, 1999



Arizona Administrative Code  Title 14, Ch. 2

Corporation Commission - Fixed Utilities

y

,

r
,

a-

ms

f

tili-
a-

 of

th
ub-
n,
.

-

nt

ffic-

ing

ny

lic

ti-
g

ate
y; 
nd

e

e
and

 in
 a
a-
nd
st-
a. Continual monitoring of critical variables and mak-
ing commensurate changes in plans if those vari-
ables deviate significantly from the forecast,

b. Building several smaller units instead of one large
unit,

c. Sharing capacity with other utilities, and
d. Conducting well monitored pilot programs.

F. Integrated resource plan. Each utility shall provide the com-
mission with an integrated resource plan by December 31,
1989, and every three years thereafter containing:
1. The ten year plan or flexible set of plans which, on the

basis of the analyses required in this Article, including
the uncertainty analysis, will tend to minimize the present
value of the total cost of meeting the demand for electric
energy services.

2. Complete description and documentation of the least cost
plan, including supply and demand side conditions, costs,
and discount rates utilized.

3. An action plan indicating the supply and demand-related
actions to be undertaken by the utility over the next three
years in furtherance of the ten-year plan.

Historical Note
Adopted effective February 3, 1989 (Supp. 89-1).

R14-2-704. Commission review of utility plans
A. Within 120 days of the submission of demand forecasts, sup-

ply plans, uncertainty analyses, and integrated resource plans
by the utilities, the Commission shall schedule a hearing or
hearings to review utility filings and to determine the degree of
consistency between these filings and analyses conducted by
the staff and information provided by other parties.

B. The Commission may request additional analyses to be con-
ducted by the utilities to improve specified components of the
utilities’ analyses.

C. In making its consistency determination, the Commission shall
consider the following factors:
1. The total cost of electric energy services.
2. The degree to which the factors which affect demand,

including demand management, have been taken into
account.

3. The degree to which non-utility supply alternatives, such
as cogeneration and self generation, have been taken into
account.

4. Uncertainty in demand and supply analyses, forecasts,
and plans, and the flexibility of plans enabling response
to unforeseen changes in supply and demand factors.

5. The reliability of power supplies.
D. The commission may subsequently consider its consistency

determination in its review of financing applications, in gen-
eral rate cases, and in other matters in which the supply of or
demand for energy services is a significant factor.

Historical Note
Adopted effective February 3, 1989 (Supp. 89-1).

ARTICLE 8. PUBLIC UTILITY HOLDING COMPANIES 
AND AFFILIATED INTERESTS

R14-2-801. Definitions 
In this Article, unless the context otherwise requires: 

1. “Affiliate”, with respect to the public utility, shall mean
any other entity directly or indirectly controlling or con-
trolled by, or under direct or indirect common control
with, the public utility. For purposes of this definition, the
term “control” (including the correlative meanings of the
terms “controlled by” and “under common control
with”), as used with respect to any entity, shall mean the
power to direct the management policies of such entity,

whether through ownership of voting securities, or b
contract, or otherwise. 

2. “Commission.” The Arizona Corporation Commission. 
3. “Entity.” A corporation, partnership, limited partnership

joint venture, trust, estate, or natural person. 
4. “Holding Company” or “Public Utility Holding Com-

pany.” Any affiliate that controls a public utility. 
5. “Reorganize” or “Reorganization.” The acquisition o

divestiture of a financial interest in an affiliate or a utility
or reconfiguration of an existing affiliate or utility’s posi-
tion in the corporate structure or the merger or consolid
tion of an affiliate or a utility. 

6. “Subsidiary.” Any affiliate controlled by a utility. 
7. “System of Accounts. The accounting system or syste

prescribed for utilities by the Commission. 
8. “Utility” or “Public Utility. Any Class A investor-owned

public service corporation subject to the jurisdiction o
the Arizona Corporation Commission.

Historical Note
Adopted effective July 30, 1992 (Supp. 92-3).

R14-2-802. Applicability
A. These rules are applicable to all Class A investor-owned u

ties under the jurisdiction of the Commission and are applic
ble to all transactions entered into after the effective date
these rules.

B. Information furnished to the Commission in compliance wi
these rules will not be open to public inspection, or made p
lic, except on order of the Commission, or by the Commissio
or a Commissioner in the course of a hearing or proceeding

Historical Note
Adopted effective July 30, 1992 (Supp. 92-3).

R14-2-803. Organization of Public Utility Holding Compa-
nies 
A. Any utility or affiliate intending to organize a public utility

holding company or reorganize an existing public utility hold
ing company will notify the Commission’s Utilities Division
in writing at least 120 days prior thereto. The notice of inte
will include the following information: 
1. The names and business addresses of the proposed o

ers and directors of the holding company; 
2. The business purposes for establishing or reorganiz

the holding company; 
3. The proposed method of financing the holding compa

and the resultant capital structure; 
4. The resultant effect on the capital structure of the pub

utility; 
5. An organization chart of the holding company that iden

fies all affiliates and their relationships within the holdin
company; 

6. The proposed method for allocating federal and st
income taxes to the subsidiaries of the holding compan

7. The anticipated changes in the utility’s cost of service a
the cost of capital attributable to the reorganization; 

8. A description of diversification plans of affiliates of th
holding company; and 

9. Copies of all relevant documents and filings with th
United States Securities and Exchange Commission 
other federal or state agencies. 

10. The contemplated annual and cumulative investment
each affiliate for the next five years, in dollars and as
percentage of projected net utility plant, and an explan
tion of the reasons supporting the level of investment a
the reasons this level will not increase the risks of inve
ment in the public utility. 
June 30, 1999 Page 109 Supp. 99-2
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11. An explanation of the manner in which the utility can
assure that adequate capital will be available for the con-
struction of necessary new utility plant and for improve-
ments in existing utility plant at no greater cost than if the
utility or its affiliate did not organize or reorganize a pub-
lic utility holding company. 

B. The Commission staff will, within 30 days after receipt of the
notice of intent, notify the Applicant of any questions which it
has concerning the notice or supporting information. The
Commission will, within 60 days from the receipt of the notice
of intent, determine whether to hold a hearing on the matter or
approve the organization or reorganization without a hearing. 

C. At the conclusion of any hearing on the organization or reorga-
nization of a utility holding company, the Commission may
reject the proposal if it determines that it would impair the
financial status of the public utility, otherwise prevent it from
attracting capital at fair and reasonable terms, or impair the
ability of the public utility to provide safe, reasonable and ade-
quate service. 

Historical Note
Adopted effective July 30, 1992 (Supp. 92-3).

R14-2-804. Commission Review of Transactions Between
Public Utilities and Affiliates 
A. A utility will not transact business with an affiliate unless the

affiliate agrees to provide the Commission access to the books
and records of the affiliate to the degree required to fully audit,
examine or otherwise investigate transactions between the
public utility and the affiliate. In connection therewith, the
Commission may require production of books, records,
accounts, memoranda and other documents related to these
transactions. 

B. A utility will not consummate the following transactions with-
out prior approval by the Commission: 
1. Obtain a financial interest in any affiliate not regulated by

the Commission, or guarantee, or assume the liabilities of
such affiliate; 

2. Lend to any affiliate not regulated by the Commission,
with the exception of short-term loans for a period less
than 12 months in an amount less than $100,000; or 

3. Use utility funds to form a subsidiary or divest itself of
any established subsidiary.

C. The Commission will review the transactions set forth in sub-
section (B) above to determine if the transactions would
impair the financial status of the public utility, otherwise pre-
vent it from attracting capital at fair and reasonable terms, or
impair the ability of the public utility to provide safe, reason-
able and adequate service. 

D. Every transaction in violation of subsection (A) or (B) above is
void, and the transaction shall not be made on the books of any
public service corporation. 

E. The system of accounts used by the public utility will include
the necessary accounting records needed to record and com-
pile transactions with each affiliate.

Historical Note
Adopted effective July 30, 1992 (Supp. 92-3).

 R14-2-805. Annual Filing Requirements of Diversification
Activities and Plans
 A. On or before April 15th of each calendar year, all public utili-

ties meeting the requirements of R14-2-802 and public utility
holding companies will provide the Commission with a
description of diversification plans for the current calendar
year that have been approved by the Boards of Directors. As
part of these filings, each public utility meeting the require-

ments of R14-2-802 will provide the Commission the follow-
ing information: 
1. The name, home office location and description of the

public utility’s affiliates with whom transactions occur
their relationship to each other and the public utility, an
the general nature of their business; 

2. A brief description of the business activities conducted 
the utility’s affiliates with whom transactions occurre
during the prior year, including any new activities no
previously reported; 

3. A description of plans for the utility’s subsidiaries t
modify or change business activities, enter into new bu
ness ventures or to acquire, merge or otherwise estab
a new business entity; 

4. Copies of the most recent financial statements for each
the utility’s subsidiaries; 

5. An assessment of the effect of current and planned af
ated activities on the public utility’s capital structure an
the public utility’s ability to attract capital at fair and rea
sonable rates; 

6. The bases upon which the public utility holding compa
allocates plant, revenue and expenses to affiliates and
amounts involved; an explanation of the derivation of th
factors; the reasons supporting that methodology and 
reasons supporting the allocation; 

7. An explanation of the manner in which the utility’s cap
tal structure, cost of capital and ability to raise capital 
reasonable rates have been affected by the organizatio
reorganization of the public utility holding company; 

8. The dollar amount transferred between the utility a
each affiliate during the annual period, and the purpose
each transfer; 

9. Contracts or agreements to receive, or provide mana
ment, engineering, accounting, legal, financial or oth
similar services between a public utility and an affiliate;

10. Contracts or agreements to purchase or sell goods or
property between a public utility and an affiliate; and 

11. Contracts or agreements to lease goods or real prop
between a public utility and an affiliate. 

B. After reviewing the diversification plans, the Commissio
may, within 90 days after plans have been provided, requ
additional information, or order a hearing, or both, should
conclude after its review that the business activities wou
impair the financial status of the public utility, otherwise pre
vent it from attracting capital at fair and reasonable terms,
impair the ability of the public utility to provide safe, reason
able and adequate service. 

Historical Note
Adopted effective July 30, 1992 (Supp. 92-3).

R14-2-806. Waiver from the Provisions of this Article 
A. The Commission may waive compliance with any of the pr

visions of this Article upon a finding that such waiver is in th
public interest.

B. Any affected entity may petition the Commission for a waiv
by filing a verified application for waiver setting forth with
specificity the circumstances whereby the public interest jus
fies noncompliance with all or part of the provisions of th
Article. 

C. If the Commission fails to approve, disapprove, or suspend 
further consideration an application for waiver within 30 da
following filing of a verified application for waiver, the waiver
shall become effective on the 31st day following filing of th
application.

Historical Note
Adopted effective July 30, 1992 (Supp. 92-3).
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 ARTICLE 9. CUSTOMER-OWNED PAY TELEPHONES

R14-2-901. Definitions 
In this Article, unless the context otherwise requires: 

1. “Affiliate” means any other entity directly or indirectly
controlling or controlled by, or under direct or indirect
common control with, a customer of record. For purposes
of this paragraph, the term “control, (including the correl-
ative meanings of the terms “controlled by” and “under
common control with”), as used with respect to any
entity, means the power to direct the management poli-
cies of such entity, whether through the ownership of vot-
ing securities, by contract, or otherwise. 

2. “Customer of record” means a premises owner or vendor,
who has either applied to, or who has obtained from, an
LEC an access line to be a COPT provider. 

3. “Customer-owned pay telephone (COPT) provider”
means an entity authorized by the Commission to provide
public pay telephone service to end-users and which is
not a certificated LEC on the effective date of this Arti-
cle. For purposes of compliance with Article 5 of this
Chapter, “COPT provider” does not mean a “utility” as
defined in R14-2-501(24). 

4. “`800' service” means calls to telephone numbers which
normally can be reached without charge to the calling
party by dialing 1-800 plus seven digits. 

5. “Entity” means a corporation, partnership, limited part-
nership, joint venture, trust, estate, or natural person.

6. “Local exchange company (LEC)” means a company
which is certificated to operate the local public switched
telecommunications network.

7. “Public access line (PAL)” means any LEC tariff under
which COPT providers are authorized to obtain access to
the local and interexchange telecommunications network.

Historical Note
Adopted effective September 16, 1992 (Supp. 92-3).

Editor’s Note: The following Section was amended under an
exemption from the Attorney General approval provisions of the
Arizona Administrative Procedure Act (See State of Arizona v.
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (Ct.
App. 1992), as determined by the Corporation Commission. This
exemption means that the rules as amended were not approved by
the Attorney General.

R14-2-902. Application for Certificate of Convenience and
Necessity
A. Within 30 days of the effective date of this Article, all LEC’s

shall provide written notification of the requirements of this
Article to each of their existing customers of record. Such
notification shall be in a form acceptable to the Commission
and shall explain that all customers of record are required to
file either an application for a certificate of convenience and
necessity (CC&N) pursuant to this Section or an application
for an adjudication not a public service corporation pursuant to
R14-2-904.

B. Any customer of record requesting PAL service subsequent to
the effective date of this Article who was not subject to the
provisions of subsections (A) and (E) of this Section, or whose
PAL service was terminated pursuant to the provisions of this
Article, shall provide to the LEC proof of either:
1. A CC&N granted pursuant to this Section; or
2. An adjudication order declaring that it is not a public ser-

vice corporation pursuant to R14-2-904.
C. All customers of record shall submit to the Commission an

original and ten copies of an application for a CC&N. A cus-
tomer of record who has COPT’s placed in more than one

location may apply for a single CC&N to cover all location
served. 

D. Each customer of record shall submit an application on a fo
provided by the Commission which includes all of the follow
ing information: 
1. The name and address of the customer of record, incl

ing a contact person for coordinating communicatio
with the Commission and a contact person or telepho
number for maintenance and complaint handling. If th
customer of record is other than an individual, a listing 
the officers, directors, or partners and a copy of the a
cles of incorporation, partnership agreement, or oth
organizational document shall be provided. 

2. A description of all affiliated relationships between th
customer of record and any public service corporation
telecommunications company. 

3. The addresses and descriptions of locations to be ser
including the name of the serving LEC. 

4. A description of the equipment being used to provide s
vice. 

5. A list of services provided and the proposed rates. 
6. An example of the contract between the customer 

record and the premises owner, if different. 
7. A description of how information posting and complain

handling requirements will be met. 
8. A customer of record planning to serve more than 

locations shall submit relevant financial data, includin
current financial statements, the method of financin
operations, and projected annual operating expenses.
purposes of this paragraph, the number of service lo
tions shall include all those of the customer of record a
affiliates. 

9. One of the following also shall be included: 
a. A commitment to provide service under the Gene

(Streamlined) COPT Tariff; or 
b. A request for approval of services under a Spec

(Non- Streamlined) COPT Tariff. 
E. Time-frames for processing applications for Certificates 

Convenience and Necessity
1. This rule prescribes time-frames for the processing of a

application for a Certificate of Convenience and Nece
sity issued by the Arizona Corporation Commission pu
suant to this Article. These time-frames shall apply 
applications filed on or after the effective date of th
rule.

2. Within 30 calendar days after receipt of an application f
a new Certificate of Convenience and Necessity, or 
amend or change the status of any existing Certificate
Convenience and Necessity, staff shall notify the app
cant, in writing, that the application is either administra
tively complete or deficient. If the application is
deficient, the notice shall specify all deficiencies.

3. Staff may terminate an application if the applicant do
not remedy all deficiencies within 60 calendar days of t
notice of deficiency.

4. After receipt of a corrected application, staff shall noti
the applicant within 30 calendar days if the correcte
application is either administratively complete or def
cient. The time-frame for administrative completene
review shall be suspended from the time the notice 
deficiency is issued until staff determines that the app
cation is complete.

5. Within 150 days after an application is deemed admin
tratively complete, the Commission shall approve 
reject the application, unless a formal hearing is held.
June 30, 1999 Page 111 Supp. 99-2
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6. For purposes of A.R.S. § 41-1072 et seq., the Commis-
sion has established the following time-frames:
a. Administrative completeness 

review time-frame: 30 calendar days,
b. Substantive review

time-frame: 150 calendar days,
c. Overall time-frame: 180 calendar days.

7. If an applicant requests, and is granted, an extension or
continuance, the appropriate time-frames shall be tolled
from the date of the request during the duration of the
extension or continuance.

8. During the substantive review time-frame, the Commis-
sion may, upon its own motion or that of any interested
party to the proceeding, request a suspension of the time-
frame rules.

F. Subsequent to adoption of this Article, the Commission shall
issue an order setting time limitations within which LECs, as
well as all customers of record providing service as of the
effective date of this Article, shall comply with the require-
ments contained herein.

Historical Note
Adopted effective September 16, 1992 (Supp. 92-3). 

Amended effective December 31, 1998, under an exemp-
tion as determined by the Arizona Corporation Commis-

sion (Supp. 98-4).

R14-2-903. Grant of Certificate of Convenience and Neces-
sity 
A. The Commission shall analyze an application for a CC&N to

determine if it is complete and correct. If necessary, the Com-
mission may request additional information from the CC&N
applicant. 

B. The Commission shall hold a hearing to review an application
for a CC&N. The type of hearing held shall depend on the tar-
iff requested by the CC&N applicant: 
1. The Commission may hold periodic consolidated hear-

ings to review all applications which request the Generic
(Streamlined) COPT Tariff described in R14-2-905. 

2. The Commission shall hold individual hearings to review
applications which request a Special (Non-Streamlined)
COPT Tariff as described in R14-2-906. 

C. The Commission shall notify in writing the CC&N applicant
and the appropriate LEC of the Commission’s determination
made pursuant to this Section. A CC&N granted under this
Section shall be issued in the name of the customer of record. 

D. All CC&N's granted under this Section shall include both of
the following: 
1. An obligation to serve all users in a non-discriminatory

manner, and 
2. An obligation to comply with all Commission require-

ments relevant to the provision of intraLATA service. 
E. A holder of a CC&N shall notify the Commission in writing

prior to discontinuing or abandoning COPT service at any
location. 

Historical Note
Adopted effective September 16, 1992 (Supp. 92-3).

R14-2-904. Application for Adjudication not a Public Service
Corporation 
A. Any entity intending to provide COPT service, or any cus-

tomer of record, may submit to the Commission an original
and ten copies of an application to be adjudicated not a public
service corporation. 

B. The Commission shall determine whether the adjudication
applicant is a public service corporation by examining all of
the following factors: 

1. What business activities the adjudication applicant co
ducts or will conduct. 

2. Whether the pay telephone service is or will be dedica
to public use. 

3. Whether the adjudication applicant accepts or will acce
substantially all requests for service. 

4. Whether the adjudication applicant is or will be the so
offeror of pay telephone service in the area, or is in co
petition with other providers.

5. Whether the public safety and convenience requir
maintenance of public telephone facilities at the locatio
designated in the application. 

C. The Commission shall notify in writing the adjudication appl
cant and the appropriate LEC of the Commission’s determi
tion made pursuant to subsection (B) of this Section. Su
notification shall be made within 180 days of receipt of a
application submitted pursuant to subsection (A) of this Se
tion. 

D. An adjudication applicant adjudicated a public service corp
ration under the provisions of this Section shall submit 
application for a certificate of convenience and necessity p
suant to R14-2-902 within 30 days of receiving notice of t
Commission’s determination. 

E. An adjudication applicant adjudicated not a public service c
poration under this Section shall be exempt from the requi
ments contained in this Article. 

Historical Note
Adopted effective September 16, 1992 (Supp. 92-3).

R14-2-905. Generic (Streamlined) COPT Tariff 
A. All COPT providers holding CC&N’s granted under this Arti

cle shall comply with the terms of the Generic (Streamline
COPT Tariff, unless otherwise ordered by the Commissi
pursuant to R14-2-906. 

B. In the Generic (Streamlined) COPT Tariff, the Commissio
shall specify the rates, terms, and conditions associated w
the following standards: 
1. The rates and charges to end-users for local calling. 
2. The rates and charges to end-users for intrastate toll c

ing. 
3. The application of toll charges, if any, for use of “800

services. 
4. The accessibility by end-users of alternative toll carrier
5. Limitations on service to local calling and access to loc

operators. 
6. Instructions on how to make a call and how to obta

refunds. 
7. Duration of local calls before additional charges apply. 
8. The provision of emergency service and local directo

assistance. 
9. Acceptable methods of payment by end-users. 
10. Design and technical specifications for instruments. 
11. The provision of operator services. 
12. Procedures for obtaining approval for provision of se

vices not included in the tariff. 
13. The termination of PAL service at any location for viola

tion of tariff provisions. 
C. The Commission may approve and revise the Gene

(Streamlined) COPT Tariff as necessary. 

Historical Note
Adopted effective September 16, 1992 (Supp. 92-3).

R14-2-906. Special (Non-Streamlined) COPT Tariff 
A. Instead of concurring with the Generic (Streamlined) COP

Tariff, a COPT provider may file a proposed Special (No
Supp. 99-2 Page 112 June 30, 1999
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Streamlined) COPT Tariff with an application for a CC&N
submitted pursuant to R14-2-902. 

B. The Commission shall analyze each proposed Special (Non-
Streamlined) COPT Tariff on an individual basis. In reviewing
the proposed Special (Non-Streamlined) COPT Tariff, the
Commission shall consider the standards listed in R14-2-
905(B).

C. While a proposed Special (Non-Streamlined) COPT Tariff is
pending before the Commission, the COPT provider shall
comply with the provisions of the Generic (Streamlined)
COPT Tariff. 

D. Following a hearing, the Commission may approve, modify,
or reject any proposed Special (Non-Streamlined) COPT Tar-
iff. 

E. Changes may be made to a Special (Non-Streamlined) COPT
Tariff as a result of a tariff filing made pursuant to A.R.S. §
40- 250(B) or an individual rate proceeding. 

Historical Note
Adopted effective September 16, 1992 (Supp. 92-3).

R14-2-907. Reporting Requirements and Safety Standards 
A. All COPT providers shall submit an annual report to the Com-

mission on a form prescribed by the Commission. The annual
report shall be filed on or before the 1st day of February for the
preceding calendar year. The annual report shall include all of
the following information: 
1. A description of any material changes in the information

provided by the COPT provider in the original CC&N
application or in the last annual report. 

2. An updated list of all locations served by the COPT pro-
vider. 

3. The COPT provider’s gross operating revenues derived
from intrastate operations during the preceding calendar
year. 

B. A COPT provider having gross operating revenues derived
from intrastate operations during the preceding calendar year
which exceed $250,000 shall be subject to the annual assess-
ment described in A.R.S. § 40-401.

Historical Note
Adopted effective September 16, 1992 (Supp. 92-3).

R14-2-908. Violations 
A. The Commission may order a LEC to immediately terminate

PAL service to any customer of record which: 
1. Fails to do one of the following: 

a. Obtain a CC&N to provide service pursuant to R14-
2-902 and R14-2-903; or 

b. Receive an adjudication that it is not a public service
corporation pursuant to R14-2-904. 

2. Violates any applicable pricing or service standard as
described in approved tariffs and R14-2-903, R14-2-905,
and R14-2-906. 

B. A LEC shall not offer PAL service to a customer of record
unless one of the following requirements has been met: 
1. The customer of record has received a CC&N from the

Commission; or
2. The customer of record has been adjudicated not a public

service corporation.
C. A LEC in violation of subsection (B) of this Section shall be

subject to the penalty provisions contained in A.R.S. §§ 40-
421 to 40-433.

D. Any COPT provider found by the Commission to be in viola-
tion of subsection (A)(2) of this Section shall be subject to
revocation of its CC&N. 

Historical Note
Adopted effective September 16, 1992 (Supp. 92-3).

R14-2-909. Variations or Exemptions from the Commis-
sion’s Rules 
Variations or exemptions from the terms and requirements of any of
the rules included in this Article shall be considered upon the veri-
fied application of an affected party to the Commission setting forth
the circumstances whereby the public interest requires such varia-
tion or exemption from the Commission’s rules. Such applicati
will be subject to the review of the Commission, and any variati
or exemption granted shall require an order of the Commission
case of conflict between these rules and an approved tariff or o
of the Commission, the provisions of the tariff or order shall app

Historical Note
Adopted effective September 16, 1992 (Supp. 92-3).

ARTICLE 10. ALTERNATIVE OPERATOR SERVICES

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorne
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State of Ar
zona v. Arizona Corporation Commission, 114 Ariz. Adv. Rep. 3
(Ct. App. 1992)).

R14-2-1001. Definitions
In this Article, unless the context otherwise requires:

1. “Access code” means a sequence of numbers that, w
dialed, connects a caller to the provider of operator s
vices associated with that sequence of numbers.

2. “Affiliate” means any other entity directly or indirectly
controlling or controlled by, or under direct or indirec
common control with, the entity making alternative ope
ator services available to the public. For purposes of t
definition, the term “control” (including the correlative
meanings of the terms “controlled by” and “under com
mon control with”), as used with respect to any entit
means the power to direct the management policies
such entity, whether through the ownership of votin
securities, by contract, or otherwise.

3. “Aggregator” or “Traffic Aggregator” means any perso
or entity that, in the ordinary course of its operations a
using a provider of operator services, makes telepho
available to the public or to transient users of its pr
mises, for intrastate telephone calls. Each entity that ex
cises control over telephone equipment, whether throu
ownership of the equipment, control of access to t
equipment, or some other means, will be responsible
an aggregator.

4. “Alternative Operator Services” or “AOS” means provi
sion by an entity, other than a local exchange carrier o
certificated interexchange carrier with authorized oper
tor service tariffs, of any telecommunications service in
tiated from an aggregator location where automated a
or live assistance is provided to a consumer in order
arrange for billing or completion of an intrastate tele
phone call. Store and forward payphones are not includ
within this definition.

5. “AOS Provider” means any public service corporatio
that provides alternative operator services.

6. “Billing Agency” means any third party authorized by th
AOS provider to submit bills to end users and to hand
billing disputes.

7. “Blocking” means the process of screening the ca
dialed from the presubscribed telephone in order to p
vent the completion of calls that would allow the caller 
reach a preferred interexchange carrier.

8. “Call splashing” means the transfer of a telephone c
from one provider of operator services to another su
June 30, 1999 Page 113 Supp. 99-2
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provider in such a manner that the subsequent provider is
unable or unwilling to determine the originating location
of the call and consequently bills the call without prop-
erly reflecting the originating and terminating points of
the telephone call.

9. “Consumer”, “Caller”, or “End User” means a person ini-
tiating any intrastate telephone call by means of alterna-
tive operator services.

10. “Entity” means a corporation, partnership, limited part-
nership, joint venture, trust, estate, or natural person.

11. “Interexchange carriers” or “IXCs” means any long-dis-
tance telephone carriers authorized by the Commission to
provide long distance, interLATA telecommunications
service, but not local exchange services, within the state
borders.

12. “IntraLATA long-distance service” means all long-dis-
tance service originating and terminating in the same
LATA, as defined by the F.C.C.

13. “LATA” means one of the geographic local access and
transport areas established as a result of the AT&T dives-
titure.

14. “Local exchange carriers” or “LECs” means telephone
companies currently certified to provide local telephone
service in designated areas of the state.

15. “Operator Service Charges” or “charges” means all tar-
iffed charges, other than rate usage charges, and sur-
charges authorized by the Commission and charged to the
end user for live or automated operator-assisted calls.

16. “Rate” means any usage charges, as approved by this
Commission.

17. “Surcharge” or “Location-specific Surcharge” means a
charge imposed by an aggregator upon an end user and
paid in addition to the usage rates and operator service
charges of the alternative operator services provider.

18. “Waiver” refers to the Commission’s ability to dispense
with a requirement under these rules.

19. “Zero-minus call” means a call that is made by dialing a
single zero.

Historical Note
Adopted effective November 2, 1993, under a court-

ordered exemption as determined by the Arizona Corpo-
ration Commission (Supp. 93-4).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State of Ari-
zona v. Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36
(Ct. App. 1992)).

R14-2-1002. Application for Certificate of Convenience and
Necessity
A. Upon the effective date of this Article, all LECs shall provide

written notification of the requirements of this Article to all
AOS providers for which they provide billing service. Such
notification shall be in a form acceptable to the Commission
and shall explain that all AOS providers are required to file an
application for a certificate of convenience and necessity
(CC&N) pursuant to this Section.

B. Any AOS provider requesting billing services subsequent to
the effective date of this Article shall provide to the LEC proof
that it has made application for or has received a CC&N
granted pursuant to this Section.

C. All AOS providers shall submit to the Commission an original
and the number of copies required by the Commission of an
application for a CC&N.

D. Each AOS applicant shall submit an application which
includes all of the following information:
1. The name and address of the AOS provider, including a

contact person responsible for maintenance and com-
plaint handling. If the AOS provider is other than an indi-
vidual, a listing of the officers, directors, or partners and a
copy of the articles of incorporation, partnership agree-
ment, or other organizational document shall be provided.

2. An organizational chart which shows all affiliated rela-
tionships of the AOS provider.

3. The addresses and descriptions of locations to be served,
including the name of the serving LEC. Applicant may
apply for a partial waiver of this rule pursuant to R14-2-
1014 requesting that all or part of this information be held
confidential by the Commission.

4. A description of the equipment being used to provide ser-
vice, including the Federal Communications Commission
registration number.

5. A list of services provided and the proposed rates, opera-
tor service charges, and surcharges.

6. A description of how information posting and complaint-
handling requirements will be met.

7. Relevant financial data, including current financial state-
ments, the method of financing operations, and projected
annual operating expense.

8. Any other requirements that the Commission may
require.

E. Time-frames for processing applications for Certificates of
Convenience and Necessity
1. This rule prescribes time-frames for the processing of any

Application for a Certificate of Convenience and Neces-
sity issued by the Arizona Corporation Commission pur-
suant to this Article. These time-frames shall apply to
applications filed on or after the effective date of this
rule.

2. Within 365 calendar days after receipt of an application
for a new Certificate of Convenience and Necessity, or to
amend or change the status of any existing Certificate of
Convenience and Necessity, staff shall notify the appli-
cant, in writing, that the application is either administra-
tively complete or deficient. If the application is
deficient, the notice shall specify all deficiencies.

3. Staff may terminate an application if the applicant does
not remedy all deficiencies within 60 calendar days of the
notice of deficiency.

4. After receipt of a corrected application, staff shall notify
the applicant within 30 calendar days if the corrected
application is either administratively complete or defi-
cient. The time-frame for administrative completeness
review shall be suspended from the time the notice of
deficiency is issued until staff determines that the appli-
cation is complete.

5. Within 365 calendar days after an application is deemed
administratively complete, the Commission shall approve
or reject the application.

6. For purposes of A.R.S. § 41-1072 et seq., the Comm
sion has established the following time-frames:
a. Administrative completeness 

review time-frame: 365 calendar days,
b. Substantive review

time-frame: 365 calendar days,
c. Overall time-frame: 730 calendar days.

7. If an applicant requests, and is granted, an extension
continuance, the appropriate time-frames shall be toll
from the date of the request during the duration of t
extension or continuance.
Supp. 99-2 Page 114 June 30, 1999
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8. During the substantive review time-frame, the Commis-
sion may, upon its own motion or that of any interested
party to the proceeding, request a suspension of the time-
frame rules.

Historical Note
Adopted effective November 2, 1993, under a court-

ordered exemption as determined by the Arizona Corpo-
ration Commission (Supp. 93-4). Amended effective 

December 31, 1998, under an exemption as determined 
by the Arizona Corporation Commission (Supp. 98-4).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State of Ari-
zona v. Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36
(Ct. App. 1992)).

R14-2-1003. Grant of Certificate of Convenience and Neces-
sity
A. The Commission shall analyze an application for a certificate

of convenience and necessity (“CC&N”) to determine if it is
complete and correct. If necessary, the Commission may
request additional information from the CC&N applicant.

B. The Commission shall hold a hearing to determine whether it
is in the public interest to grant a CC&N to the applicant.

C. The Commission shall notify in writing the CC&N applicant
and the appropriate LECs of the Commission’s determination
made pursuant to this Section. A CC&N granted under this
Section shall be issued in the name of the AOS provider.

D. All CC&Ns granted under this Section shall include both of
the following:
1. An obligation to serve all end-users and subscribers in a

nondiscriminatory manner, and
2. An obligation to comply with all Commission require-

ments relevant to the provision of telecommunications
service.

Historical Note
Adopted effective November 2, 1993, under a court-

ordered exemption as determined by the Arizona Corpo-
ration Commission (Supp. 93-4).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State of Ari-
zona v. Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36
(Ct. App. 1992)).

R14-2-1004. Rates, Operator Service Charges, and Sur-
charges
The rates, operator service charges, and surcharges assessed by
AOS providers to their end-users of AOS service shall be limited to
those specified in Commission-approved tariffs. All rates, operator
service charges, and surcharges shall be stated in the tariffs. Loca-
tion-specific surcharges imposed by the aggregator may only be
charged once, either on the AOS bill or at the aggregator location,
but under no circumstances shall a location-specific surcharge be
imposed both on the bill and at the aggregator location.

Historical Note
Adopted effective November 2, 1993, under a court-

ordered exemption as determined by the Arizona Corpo-
ration Commission (Supp. 93-4).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State of Ari-

zona v. Arizona Corporation Commission, 114 Ariz. Adv. Rep. 3
(Ct. App. 1992)).

R14-2-1005. End-user Notification and Choice Requirements
A. Each AOS provider shall:

1. Identify itself with a live or automated message at the
outpulse of the terminating number which informs the
end-user that a named AOS provider has been reached
and that such provider’s rates, operator service charg
and surcharges apply to the call. This message shal
provided before the end-user incurs any charge for 
call, including a usage rate, operator service charge, a
surcharge.

2. Disclose immediately to the consumer, upon request a
at no charge to the consumer, any of the following info
mation:
a. A quotation of tariffed rates, operator servic

charges, and location-specific surcharges;
b. The methods by which such rates, operator serv

charges, and surcharges will be collected;
c. The methods by which complaints concerning su

rates, operator service charges, and surcharges
collection practices will be resolved; and

d. That the end-user’s preferred carrier can be reach
by an access code or toll-free customer service nu
ber.

B. The contents and methods of posting shall be described in e
AOS provider’s tariff. At a minimum, each aggregator sha
post all of the following information, through the use of te
cards or stickers on or near the telephone instrument, in p
view of the end-user:
1. The name, address, and toll-free telephone number of

AOS provider;
2. A written disclosure that the rates, operator servi

charges, and location-specific surcharges of the AOS p
vider apply for all operator-assisted calls;

3. A statement that interLATA calls made with calling
cards, including IXC cards, may be carried by the AO
provider;

4. Dialing instructions;
5. A toll-free number for billing inquiries;
6. A description of complaint procedures; and
7. That end-users have a right to obtain access to the in

exchange carrier of their choice.
C. Each AOS provider shall ensure, by contract or tariff, that ea

aggregator using the AOS provider’s services is in complian
with the requirements of subsection (B) of this Section.

D. Neither the AOS provider nor the subscriber shall require
participate in blocking any end-user’s access to a prefer
carrier. AOS providers and their affiliates shall be required
withhold on a location-specific basis, the payment of any co
pensation, including commissions, to an aggregator that
blocking end-users’ access to preferred carriers.

E. Waivers from the blocking ban will be considered only 
accompanied by a detailed cost/benefit analysis and will 
granted by the Commission only if the evidence compels
finding that without blocking the risk of fraud and revenu
erosion to the AOS provider would be significant.

Historical Note
Adopted effective November 2, 1993, under a court-

ordered exemption as determined by the Arizona Corpo-
ration Commission (Supp. 93-4).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorne
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State of Ar
June 30, 1999 Page 115 Supp. 99-2
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zona v. Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36
(Ct. App. 1992)).

R14-2-1006. Public Safety Requirements
A. AOS providers shall route all zero-minus calls immediately to

the originating LEC.
B. The Commission may, upon application of the AOS provider,

issue a waiver to subsection (A) of this Section if the AOS pro-
vider has clearly and convincingly demonstrated that it has the
capability to process such calls with equal quickness and accu-
racy as provided by the LEC

Historical Note
Adopted effective November 2, 1993, under a court-

ordered exemption as determined by the Arizona Corpo-
ration Commission (Supp. 93-4).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State of Ari-
zona v. Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36
(Ct. App. 1992)).

R14-2-1007. Billing and Collection
A. Each AOS provider shall bill monthly for services rendered.
B. Bills issued for the intrastate interLATA AOS service pro-

vided by AOS providers shall include the minimum informa-
tion required by R14-2-508(B) and identify the AOS provider
to the extent that the LEC has the capability to do so. In the
absence of that capability, the identification of the billing
agent or clearinghouse and its toll-free customer service num-
ber shall be required.

C. The LEC will not process billing for any intraLATA calls car-
ried by the AOS provider, whether intentional or incidental,
where the required compensation has not been paid to the
LEC.

D. Each AOS applicant shall comply with all of the following
billing procedures:
1. The billing date shall be printed on the bill and shall be

the date the bill was issued;
2. The AOS provider shall provide a full refund of any

charge levied for an uncompleted call; and
3. AOS providers or their billing agents shall be prohibited

from billing for calls which occur more than 60 days prior
to the billing date.

4. AOS providers or their agents are prohibited from billing
for any intraLATA calls carried by the AOS provider,
whether intentional or incidental, where the required
compensation has not been paid to the LEC.

E. The disconnection of local service for the nonpayment of intr-
astate interLATA AOS usage charges, operator service
charges, and surcharges by end-users shall be permitted only
in accordance with the detailed procedures set forth in R14-2-
509.

Historical Note
Adopted effective November 2, 1993, under a court-

ordered exemption as determined by the Arizona Corpo-
ration Commission (Supp. 93-4).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State of Ari-
zona v. Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36
(Ct. App. 1992)).

R14-2-1008. Call Splashing Requirements
A. AOS providers’ tariffs shall require the transfer of calls 

other carriers at no charge so that rating and billing prope
reflect the originating and terminating points of the telepho
call.

B. When transfers, as described in subsection (A) of this Sec
are not possible, the tariffs shall require the provider to info
the end-user that the call cannot be completed and that the
ferred carrier may be reached by an access code or toll-
customer service number.

Historical Note
Adopted effective November 2, 1993, under a court-

ordered exemption as determined by the Arizona Corpo-
ration Commission (Supp. 93-4).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorne
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State of Ar
zona v. Arizona Corporation Commission, 114 Ariz. Adv. Rep. 3
(Ct. App. 1992)).

R14-2-1009. Complaint Processing
A. AOS applicants for certificates of convenience and necessity

shall submit to the Commission a tariff or schedule containing
a detailed description of complaint processing procedures.

B. The name, address, and telephone number of a representative
for complaint matters shall be submitted with these proce-
dures.

Historical Note
Adopted effective November 2, 1993, under a court-

ordered exemption as determined by the Arizona Corpo-
ration Commission (Supp. 93-4).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorne
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State of Ar
zona v. Arizona Corporation Commission, 114 Ariz. Adv. Rep. 3
(Ct. App. 1992)).

R14-2-1010. Quality of Service
AOS providers applying for certificates of convenience and neces-
sity shall develop quality of service standards for operator response
time and call processing time and submit those standards to the
Commission for review and approval.

Historical Note
Adopted effective November 2, 1993, under a court-

ordered exemption as determined by the Arizona Corpo-
ration Commission (Supp. 93-4).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorne
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State of Ar
zona v. Arizona Corporation Commission, 114 Ariz. Adv. Rep. 3
(Ct. App. 1992)).

R14-2-1011. Reports
A. AOS providers holding certificates of convenience and neces-

sities shall submit Utility Division annual reports to the Com-
mission pursuant to A.R.S. § 40-204.

B. AOS providers holding certificates of convenience and nec
sity shall submit annual reports to the Commission compar
the company’s actual monthly performance with the standa
in R14-2-1010.
Supp. 99-2 Page 116 June 30, 1999
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C. AOS providers that have been certificated shall annually sub-
mit to the Commission a list of subscribers and locations
served.

Historical Note
Adopted effective November 2, 1993, under a court-

ordered exemption as determined by the Arizona Corpo-
ration Commission (Supp. 93-4).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State of Ari-
zona v. Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36
(Ct. App. 1992)).

R14-2-1012. Violations
A. The Commission may order an LEC to immediately terminate

service to AOS providers which:
1. Fail to make application for or obtain a CC&N to provide

service pursuant to R14-2-1002, or
2. Violate any applicable quality of service standards as

described in this Article.
B. An LEC shall not offer service to an AOS provider unless the

AOS provider has made application for or received a CC&N
from the Commission.

C. An LEC in violation of subsection (B) of this Section shall be
subject to the penalty provisions contained in A.R.S. §§ 40-
421 through 40-433.

D. Any AOS provider found by the Commission to be in violation
of paragraph (A)(2) of this Section shall have its CC&N sub-
ject to revocation.

Historical Note
Adopted effective November 2, 1993, under a court-

ordered exemption as determined by the Arizona Corpo-
ration Commission (Supp. 93-4).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State of Ari-
zona v. Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36
(Ct. App. 1992)).

R14-2-1013. IntraLATA Long-distance Service is Prohibited
AOS providers may not carry intraLATA toll calls where the
required compensation has not been paid to the LEC. All intra-
LATA calls where arrangements have not been made for compen-
sation to the LEC by the IXC must be switched to the authorized
LEC of the aggregator.

Historical Note
Adopted effective November 2, 1993, under a court-

ordered exemption as determined by the Arizona Corpo-
ration Commission (Supp. 93-4).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State of Ari-
zona v. Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36
(Ct. App. 1992)).

R14-2-1014. Variations or Exemptions from the Commis-
sion’s Rules
Variations or exemptions from the terms and requirements of any of
the rules included in this Article shall be considered upon the veri-
fied application of an affected party to the Commission setting forth
the circumstances whereby the public interest requires such varia-
tion or exemption from the Commission’s rules. Such application

will be subject to the review of the Commission and any variati
or exemption granted shall require an order of the Commission
case of conflict between these rules and an approved tariff or o
of the Commission, the provisions of the tariff or order shall app

Historical Note
Adopted effective November 2, 1993, under a court-

ordered exemption as determined by the Arizona Corpo-
ration Commission (Supp. 93-4).

ARTICLE 11. COMPETITIVE TELECOMMUNICATIONS 
SERVICES

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorne
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State of Ar
zona v. Arizona Corporation Commission, 114 Ariz. Adv. Rep. 3
(Ct. App. 1992)).

R14-2-1101. Application of Rules
These rules shall govern the provision of competitive, intrastate
telecommunications services to the public by telecommunications
companies subject to the jurisdiction of the Arizona Corporation
Commission. Unless otherwise ordered by the Commission, these
rules shall not govern the provision of service by independently or
local exchange carrier-owned pay telephones (COPTs) and alterna-
tive operator service (AOS) providers, which shall instead be gov-
erned by Articles 9 and Article 10 of this Chapter, respectively. The
provision of local exchange service also shall be governed by Arti-
cle 5 of this Chapter, to the extent that Article is not inconsistent
with these rules.

Historical Note
Adopted effective June 27, 1995, under a court-ordered 
exemption as determined by the Arizona Corporation 

Commission (Supp. 95-2).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorne
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State of Ar
zona v. Arizona Corporation Commission, 114 Ariz. Adv. Rep. 3
(Ct. App. 1992)).

R14-2-1102 Application of Rule
Article, unless the context otherwise requires, the following defini-
tions shall apply:

1. “Arizona Corporation Commission” or “Commission.”
The regulatory agency of the state of Arizona havin
jurisdiction over public service corporations operating 
Arizona.

2. “Bona Fide Request.” A written request submitted by
telecommunications company to a local exchange carr
for intraLATA equal access service or for interconnectio
arrangements.

3. “Central Office.” A facility within a telecommunications
system where calls are switched and which contains 
the necessary equipment, operating arrangements, 
interface points for terminating and interconnecting fac
ities such as subscribers’ line and interoffice trunks.

4. “Competitive Telecommunications Service.” Any tele
communications service where customers of the serv
within the relevant market have or are likely to have re
sonably available alternatives.

5. “Docket Control Center.” The Commission sectio
responsible for the acceptance and processing of all ap
cations and other filings, and for official record mainte
nance.
June 30, 1999 Page 117 Supp. 99-2
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6. “Equal Access.” An arrangement where a local exchange
company provides all telecommunications companies
operating in an equal access central office with dialing
arrangements and other service characteristics that are
equivalent in type and quality to what the local exchange
carrier utilizes in the provision of its service.

7. “Local Exchange Carrier.” A telecommunications com-
pany that provides local exchange service as one of the
telecommunications services it offers to the public.

8. “Local Exchange Service.” The telecommunications ser-
vice that provides a local dial tone, access line, and local
usage within an exchange or local calling area.

9. “Monopoly Service.” A monopoly service is any tele-
communications service provided by a telecommunica-
tions company that is not subject to competition in the
relevant market.

10. “Primary Interexchange Company” or “PIC.” The tele-
communications company with whom a customer may
presubscribe to provide 1+/0+ toll service, without the
use of access codes, following equal access implementa-
tion.

11. “Rate.” Within the context of this Article, this term refers
to the maximum tariffed rate approved by the Commis-
sion, from which the competitive telecommunications
service provided may be discounted down to the total ser-
vice long-run incremental cost of providing the service.

12. “Relevant Market.” Where buyers and sellers of a spe-
cific service or product, or a group of services or prod-
ucts, come together to engage in transactions. For
telecommunications services, the relevant market may be
identified on a service-by-service basis, a group basis,
and/or by geographic location.

13. “Staff.” The staff of the Arizona Corporation Commis-
sion or its designated representative or representatives.

14. “Tariffs.” The documents filed with the Commission
which list the services and products offered by a telecom-
munications company and which set forth the terms and
conditions and a schedule of the rates and charges for
those services and products.

15. “Telecommunications Company.” A public service cor-
poration, as defined in the Arizona Constitution, Article
15, § 2, that provides telecommunications services within
the state of Arizona and over which the Commission has
jurisdiction.

16. “Telecommunications Service.” Any transmission of
interactive switched and non-switched signs, signals,
writing, images, sounds, messages, data, or other infor-
mation of any nature by wire, radio, lightwave, or any
other electromagnetic means (including access services),
which originate and terminate in this state and are offered
to or for the public, or some portion thereof, for compen-
sation.

17. “Total Service Long Run Incremental Cost.” The total
additional cost incurred by a telecommunications com-
pany to produce the entire quantity of a service, given
that the telecommunications company already provides
all of its other services. Total Service Long-run Incre-
mental Cost is based on the least cost, most efficient tech-
nology that is capable of being implemented at the time
the decision to provide the service is made.

18. “2-PIC Toll Equal Access.” The equal access option that
affords customers the opportunity to select one telecom-
munications company for all interLATA 1+/0+ toll calls
and, at the customer’s option, to select another telecom-
munications company for all intraLATA 1+/0+ toll calls.

19. “Unbundled.” Disaggregation of the local exchange ca
rier network services.

Historical Note
Adopted effective June 27, 1995, under a court-ordered 
exemption as determined by the Arizona Corporation 

Commission (Supp. 95-2).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorne
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State of Ar
zona v. Arizona Corporation Commission, 114 Ariz. Adv. Rep. 3
(Ct. App. 1992)).

R14-2-1103. Certificates of Convenience and Necessity
Required
A. All telecommunications companies providing intrastate tele-

communications services shall obtain a Certificate of Conve-
nience and Necessity from the Commission, either under this
Article, if competitive services are to be provided or, under
Article 5. If the Commission determines that the services iden-
tified in an Application filed under this Article are not compet-
itive, the Commission may nevertheless grant a Certificate and
authorize provision of the services on a noncompetitive basis
pursuant to Article 5.

B. Time-frames for processing applications for Certificates of
Convenience and Necessity
1. This rule prescribes time-frames for the processing of any

application for a Certificate of Convenience and Neces-
sity issued by the Arizona Corporation Commission pur-
suant to this Article. These time-frames shall apply to
applications filed on or after the effective date of this
rule.

2. Within 10 calendar days after receipt of an application for
a new Certificate of Convenience and Necessity, or to
amend or change the status of any existing Certificate of
Convenience and Necessity, staff shall notify the appli-
cant, in writing, that the application is either administra-
tively complete or deficient. If the application is
deficient, the notice shall specify all deficiencies.

3. Staff may terminate an application if the applicant does
not remedy all deficiencies within 60 calendar days of the
notice of deficiency.

4. After receipt of a corrected application, staff shall notify
the applicant within 30 calendar days if the corrected
application is either administratively complete or defi-
cient. The time-frame for administrative completeness
review shall be suspended from the time the notice of
deficiency is issued until staff determines that the appli-
cation is complete.

5. Within 270 days after an application is deemed adminis-
tratively complete, the Commission shall approve or
reject the application, unless a formal hearing is held.

6. For purposes of A.R.S. § 41-1072 et seq., the Comm
sion has established the following time-frames:
a. Administrative completeness 

review time-frame:  10 calendar days,
b. Substantive review

time-frame: 270 calendar days,
c. Overall time-frame: 280 calendar days.

7. If an applicant requests, and is granted, an extension
continuance, the appropriate time-frames shall be toll
from the date of the request during the duration of t
extension or continuance.

8. During the substantive review time-frame, the Comm
sion may, upon its own motion or that of any intereste
Supp. 99-2 Page 118 June 30, 1999
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party to the proceeding, request a suspension of the time-
frame rules.

Historical Note
Adopted effective June 27, 1995, under a court-ordered 
exemption as determined by the Arizona Corporation 

Commission (Supp. 95-2). Amended effective December 
31, 1998, under an exemption as determined by the Ari-

zona Corporation Commission (Supp. 98-4).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State of Ari-
zona v. Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36
(Ct. App. 1992)).

R14-2-1104. Expanded Certificates of Convenience and
Necessity for Telecommunications Companies with Existing
Certificates; Initial Tariffs
A. Effective July 1, 1995, every telecommunications company,

except a local exchange carrier, that has received a Certificate
of Convenience and Necessity under Article 5, and that pro-
vides or intends to provide competitive, intraLATA telecom-
munications service shall file with the Docket Control Center
ten copies of an Application to expand its existing Certificate
of Convenience and Necessity to provide competitive, intraL-
ATA telecommunications service. In support of the request for
an expanded Certificate of Convenience and Necessity, the
Application shall, at a minimum, include the following infor-
mation:
1. A description of the telecommunications company and of

the telecommunications services it offers or intends to
offer.

2. The proper name and correct intrastate address of the
telecommunications company and:
a. The full name of its owner if a sole proprietorship,
b. The full name of each partner if a partnership,
c. A full list of the officers and directors if a corpora-

tion, or 
d. A full list of the members if a limited liability com-

pany.
3. A tariff for each service to be provided that states the

maximum rate as well as the initial price to be charged,
and that also states other terms and conditions that will
apply to provision of the service by the telecommunica-
tions company. The telecommunications company shall
provide economic justification or cost support data if
required by the Commission or by Staff.

4. A detailed description of the geographic market to be
served and maps depicting the area.

5. Appropriate city, county and/or state agency approvals,
where appropriate.

6. Such other information as the Commission or the Staff
may request.

B. As part of the Application for an expanded Certificate of Con-
venience and Necessity, the telecommunications company
shall also petition the Commission for a determination that the
intraLATA service being provided or to be provided is com-
petitive, pursuant to the requirements of R14-2-1108.

C. The Commission shall review the initial tariffs submitted by
the telecommunications company and shall determine whether
the rates, terms, and conditions for the proposed services are
reasonable.

D. If it appears, based upon Staff review or upon comments filed
with Commission Docket Control Center, that a rate, term, or
condition of service stated in a tariff may be unjust or unrea-
sonable, or that a service to be offered by the applicant may

not be competitive, the Commission or Staff may require fur-
ther information and/or changes to the application or to the tar-
iff.

E. When the Application is submitted to the Docket Control Cen-
ter, it will not be filed until it is found to be in proper form.
The telecommunications company shall, no later than 20 days
after the Application is filed, publish legal notice of the Appli-
cation in all counties where services will be provided. The
notice shall describe with particularity the contents of the
Application on file with the Commission. Interested persons
shall have 20 days from the publication of legal notice to file
objections to the Application and to submit a motion to inter-
vene in the proceeding.

Historical Note
Adopted effective June 27, 1995, under a court-ordered 
exemption as determined by the Arizona Corporation 

Commission (Supp. 95-2).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorne
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State of Ar
zona v. Arizona Corporation Commission, 114 Ariz. Adv. Rep. 3
(Ct. App. 1992)).

R14-2-1105. Certificates of Convenience and Necessity for
Telecommunications Companies Offering Competitive Ser-
vices; Initial Tariffs
A. Effective July 1, 1995, every other telecommunications com-

pany, except a local exchange carrier, that has not previously
received a Certificate of Convenience and Necessity, and that
provides or intends to provide intrastate competitive telecom-
munications services shall file with the Docket Control Center
ten copies of an Application for a Certificate of Convenience
and Necessity to provide competitive telecommunications ser-
vices. In support of the request for a Certificate of Conve-
nience and Necessity, the Application shall, at a minimum,
include all the information required in R14-2-1104(A) and
shall also include the following information:
1. A description of the telecommunications company’s tec

nical capability to provide the proposed services and
description of its facilities.

2. Information describing the financial resources of the te
communications company, including:
a. A current intrastate balance sheet,
b. A current income statement (if applicable),
c. A pro forma income statement, and
d. Comparable financial information evidencing suffi

cient financial resources.
3. A copy of the Partnership Agreement, Articles of Inco

poration, Articles of Organization, Joint Venture Agree
ment, or any other contract, agreement, or document t
evidences the formation of the telecommunications co
pany.

B. An Application filed under subsection (A) of this Section sha
also petition the Commission for a determination that the s
vice being provided or to be provided is competitive under t
requirements of R14-2-1108.

C. An Application filed under subsection (A) of this Section sha
be subject to the provisions of subsections R14-2-1104(D) a
(E).

D. In appropriate circumstances, the Commission may require
a precondition to certification, the procurement of a perfo
mance bond sufficient to cover any advances or deposits
telecommunications company may collect from its custome
or order that such advances or deposits be held in escrow
trust.
June 30, 1999 Page 119 Supp. 99-2
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Historical Note
Adopted effective June 27, 1995, under a court-ordered 
exemption as determined by the Arizona Corporation 

Commission (Supp. 95-2).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State of Ari-
zona v. Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36
(Ct. App. 1992)).

R14-2-1106. Grant of Certificate of Convenience and Neces-
sity
A. The Commission, after notice and hearing, may deny certifica-

tion to any telecommunications company which:
1. Does not provide the information required by this Article;
2. Is not offering competitive services, as defined in this

Article;
3. Does not possess adequate financial resources to provide

the proposed services;
4. Does not possess adequate technical competency to pro-

vide the proposed services; or
5. Fails to provide a performance bond, if required.

B. Every telecommunications company obtaining a Certificate of
Convenience and Necessity under this Article shall obtain cer-
tification subject to the following conditions:
1. The telecommunications company shall comply with all

Commission rules, orders, and other requirements rele-
vant to the provision of intrastate telecommunications
service.

2. The telecommunications company shall maintain its
accounts and records as required by the Commission.

3. The telecommunications company shall file with the
Commission all financial and other reports that the Com-
mission may require, and in a form and at such times as
the Commission may designate.

4. The telecommunications company shall maintain on file
with the Commission all current tariffs and rates, and any
service standards that the Commission may require.

5. The telecommunications company shall cooperate with
Commission investigations of customer complaints.

6. The telecommunications company shall participate in and
contribute to a universal service fund, as required by the
Commission.

7. Failure by a telecommunications company to comply
with any of the above conditions may result in rescission
of its Certificate of Convenience and Necessity.

Historical Note
Adopted effective June 27, 1995, under a court-ordered 
exemption as determined by the Arizona Corporation 

Commission (Supp. 95-2).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State of Ari-
zona v. Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36
(Ct. App. 1992)).

R14-2-1107. Application to Discontinue or Abandon Local
Exchange Service Area
A. Any telecommunications company providing competitive

local exchange service that intends to discontinue service or to
abandon all or a portion of its service area shall file an applica-
tion for authorization with the Commission setting forth the
following:

1. Any reasons for the proposed discontinuance of service
or abandonment of service area;

2. Verification that all affected customers have been noti-
fied of the proposed discontinuance or abandonment, and
that all affected customers will have access to an alterna-
tive local exchange service provider;

3. Where applicable, a plan for the refund of deposits col-
lected pursuant to subsection R14-2-503(B);

4. A list of all alternative utilities providing the same or sim-
ilar service within the affected geographic area.

B. When the Application is submitted to the Docket Control Cen-
ter, it will not be filed until it is found to be in proper form. No
later than 20 days after the Application is filed, the telecom-
munications company shall publish legal notice of the Appli-
cation in all counties affected by the Application. The legal
notice shall describe with particularity the substance of the
Application. Interested persons shall have 30 days from the
publication of legal notice to file objections to the Application,
to request a hearing, and to submit a motion to intervene in the
proceeding.

C. Once proper notice is effected and if no objection is filed, the
Commission may grant the application without a hearing.

Historical Note
Adopted effective June 27, 1995, under a court-ordered 
exemption as determined by the Arizona Corporation 

Commission (Supp. 95-2).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorne
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State of Ar
zona v. Arizona Corporation Commission, 114 Ariz. Adv. Rep. 3
(Ct. App. 1992)).

R14-2-1108. Determination of a Competitive Telecommunica-
tions Service
A. A telecommunications company may petition the Commission

to classify as competitive any service or group of services pro-
vided by the company. The telecommunications company
shall file with the Docket Control Center ten copies of its peti-
tion. The telecommunications company also shall provide
notice of its application to each of its customers, if any, and to
each regulated telecommunications company that serves the
same geographic area or provides the same service or group of
services, or a service or group of services similar to the service
or group of services for which the competitive classification is
requested.

B. The petition for competitive classification shall set forth the
conditions within the relevant market that demonstrate that the
telecommunications service is competitive, providing, at a
minimum, the following information:
1. A description of the general economic conditions that

exist which make the relevant market for the service one
that is competitive;

2. The number of alternative providers of the service;
3. The estimated market share held by each alternative pro-

vider of the service;
4. The names and addresses of any alternative providers of

the service that are also affiliates of the telecommunica-
tions company, as defined in R14-2-801;

5. The ability of alternative providers to make functionally
equivalent or substitute services readily available at com-
petitive rates, terms, and conditions; and

6. Other indicators of market power, which may include
growth and shifts in market share, ease of entry and exit,
and any affiliation between and among alternative pro-
viders of the services.
Supp. 99-2 Page 120 June 30, 1999
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C. Alternatively, where the Commission has already classified a
specific service within the relevant market as competitive, the
petition shall provide the date and decision number of the
Commission order.

D. In any competitive classification proceeding, the telecommu-
nications company filing the petition, and any telecommunica-
tions company supporting the petition, shall have the burden
of demonstrating that the service at issue is competitive. Clas-
sification of the petitioners’ service as competitive does not
constitute classification of any service provided by another
telecommunications company as competitive, unless expressly
ordered by the Commission.

E. The Commission may initiate classification proceedings on its
own motion and may require all regulated telecommunications
companies potentially affected by the classification proceed-
ing to participate in the proceeding. In an Order classifying a
service as competitive, the Commission will specify whether
the classification applies to the service provided by a specific
company or companies or to that service provided by all tele-
communications companies.

F. If the Commission finds that a telecommunications company’s
service is competitive, the telecommunications company pro-
viding the service may obtain a rate change for the service by
applying for streamlined rate treatment pursuant to R14-2-
1110.

G. Any finding by the Commission, pursuant to the provisions of
this Section, that a telecommunications service is competitive
so as to qualify for streamlined rate treatment shall not consti-
tute a finding that the service is deregulated.

H. Any telecommunications service classified by the Commission
as competitive may subsequently be reclassified as noncom-
petitive if the Commission determines that reclassification
would protect the public interest. Notice and hearing would be
required prior to any reclassification. The burden of proof
would be on the party seeking reclassification.

Historical Note
Adopted effective June 27, 1995, under a court-ordered 
exemption as determined by the Arizona Corporation 

Commission (Supp. 95-2).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State of Ari-
zona v. Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36
(Ct. App. 1992)).

R14-2-1109. Pricing of Competitive Telecommunications Ser-
vices
A. Pricing of Competitive Services. A telecommunications com-

pany governed by this Article may price a competitive tele-
communications service at any level at or below the maximum
rate stated in the company’s tariff on file with the Commis-
sion, provided that the price for the service is not less than the
company’s total service long-run incremental cost of provid-
ing the service.

B. Changing a Price. A telecommunications company governed
by this Article may effect a price change for a competitive ser-
vice so long as two conditions are met:
1. The changed price comports with the limitations stated in

subsection (A); and
2. The Commission is provided with concurrent, written

notice of the price change.
C. No Cross-subsidization. A competitive telecommunications

service shall not be subsidized by any rate or charge for any
noncompetitive telecommunications services. To insure that
no cross-subsidization exists, each competitive telecommuni-

cations service must provide revenues that equal or exceed
company’s total service long-run incremental cost of provi
ing the service.

Historical Note
Adopted effective June 27, 1995, under a court-ordered 
exemption as determined by the Arizona Corporation 

Commission (Supp. 95-2).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorne
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State of Ar
zona v. Arizona Corporation Commission, 114 Ariz. Adv. Rep. 3
(Ct. App. 1992)).

R14-2-1110. Competitive Telecommunications Services -- Pro-
cedures for Rate Change
A. Telecommunications companies governed by this Article may

apply to the Commission for an increase in any rate for a com-
petitive service using the procedures set forth below. All appli-
cations and supporting information shall be submitted with ten
copies and filed with Docket Control Center.

B. In order to increase the maximum tariffed rate for a competi-
tive telecommunications service, the applicant shall submit an
application to the Commission containing the following infor-
mation:
1. A statement setting forth the reasons for which a rate

increase is required;
2. A schedule of current rates and proposed rates and the

additional revenues to be derived from the proposed
rates;

3. An affidavit verifying that appropriate notice of the pro-
posed rate increase has been provided to customers of the
service;

4. The Commission or staff may request any additional
information in support of the application.

C. The Commission may, at its discretion, act on the requested
rate increase with or without an evidentiary hearing; in an
expeditious manner.

Historical Note
Adopted effective June 27, 1995, under a court-ordered 
exemption as determined by the Arizona Corporation 

Commission (Supp. 95-2).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorne
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State of Ar
zona v. Arizona Corporation Commission, 114 Ariz. Adv. Rep. 3
(Ct. App. 1992)).

R14-2-1111. Requirement for IntraLATA Equal Access
A. Each local exchange carrier shall provide 2-PIC toll equal

access where technically and economically feasible, and in
accordance with any procedures the Commission may order.

B. The sequence for implementation of intraLATA equal access
shall occur in the following manner:
1. In response to a bona fide request for intraLATA equal

access, a local exchange carrier shall complete imple-
mentation of intraLATA equal access within nine months
of receiving the request. A person making such a bona
fide request shall also provide a copy to the Arizona Cor-
poration Commission.

2. The local exchange carrier may implement intraLATA
equal access in any central office on its own initiative but,
in any event, shall make intraLATA equal access avail-
able in all its central offices no later than July 1, 1996,
unless otherwise ordered by the Commission.
June 30, 1999 Page 121 Supp. 99-2
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C. A local exchange carrier may petition the Commission for a
waiver of the requirement in subsection (B)(1) on the grounds
that compliance is not technically or economically feasible. A
local exchange carrier may also petition the Commission for
an extension of the requirement in subsection (B)(2) on the
grounds that intraLATA equal access cannot reasonably or
economically be provided within any specific exchanges
within the required time frame. The Commission may grant
either of these waivers with or without a hearing. The local
exchange carrier filing the waiver petition shall bear the bur-
den of proof.

Historical Note
Adopted effective June 27, 1995, under a court-ordered 
exemption as determined by the Arizona Corporation 

Commission (Supp. 95-2).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State of Ari-
zona v. Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36
(Ct. App. 1992)).

R14-2-1112. Interconnection Requirements
All local exchange carriers must provide appropriate interconnec-
tion arrangements with other telecommunications companies at rea-
sonable prices and under reasonable terms and conditions that do
not discriminate against or in favor of any provider, including the
local exchange carrier. Appropriate interconnection arrangements
shall provide access on an unbundled, nondiscriminatory basis to
physical, administrative, and data-base network components. Local
exchange carriers shall provide appropriate interconnection
arrangements within six months of receiving a bona fide request for
interconnection. The interconnection arrangements must be in the
form of a tariff and shall be filed with the Commission for its
approval before becoming effective.

Historical Note
Adopted effective June 27, 1995, under a court-ordered 
exemption as determined by the Arizona Corporation 

Commission (Supp. 95-2).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State of Ari-
zona v. Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36
(Ct. App. 1992)).

R14-2-1113. Establishment of Universal Service Fund
The Commission shall establish an intrastate universal service fund
which shall assure the continued availability of basic telephone ser-
vice at reasonable rates. The universal service fund shall be struc-
tured and administered as required by the Commission.

Historical Note
Adopted effective June 27, 1995, under a court-ordered 
exemption as determined by the Arizona Corporation 

Commission (Supp. 95-2).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State of Ari-
zona v. Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36
(Ct. App. 1992)).

R14-2-1114. Service Quality Requirements for the Provision
of Competitive Services
A. General Requirement. Telecommunications companies gov-

erned by this Article shall provide quality service in accor-
dance with this rule and with any other service quality
requirements established by the Commission.

B. Telecommunications Company Responsibility. Each telecom-
munications company governed by this Article:
1. Shall be responsible for maintaining in safe operating

condition all equipment and fixtures owned by and under
the exclusive control of the telecommunications company
that are used in providing telecommunications services to
the customer.

2. Shall make known to applicants for its service and to its
subscribers any information necessary to assist the sub-
scriber or customer in obtaining adequate, efficient, and
reasonably priced service.

C. Continuity of Service. Each telecommunications company
providing competitive telecommunications services pursuant
to this Article shall make reasonable efforts to supply a satis-
factory and continuous level of service.

D. Billing and Collection. 
1. Each telecommunications company governed by this

Article shall bill monthly for any competitive services
rendered. The following minimum information must be
provided on all customer bills:
a. A description of the service provided;
b. The monthly charge for each service provided;
c. The company’s toll-free number for billing inquir-

ies;
d. The amount or percentage rate of any privileg

sales, use or other taxes that are passed on to the 
tomer as part of the charge for the service provide

e. Any access or other charges that are imposed 
order of or at the direction of the Federal Commun
cations Commission; and

f. The date on which the bill becomes delinquent.
2. If the telecommunications company does not provi

direct billing to its customers, it shall make arrangemen
for monthly bills to be rendered to all its customers. How
ever, a local exchange carrier shall not provide billin
and collection services for intrastate telecommunicatio
services to any telecommunications company that do
not have a Certificate of Convenience and Necessity fro
the Commission, and that does not have a certificati
application pending before the Commission.

E. Insufficient Funds (NSF) Checks. A telecommunications co
pany governed by this Article may include in its tariffs a fe
for each instance where a customer tenders payment for
competitive telecommunications service with an insufficie
funds check. When a customer tenders an insufficient che
the telecommunications company may require the custome
make payment in cash, by money order, certified check,
other means which guarantees the customer’s payment to
telecommunications company.

F. Deferred Payment Plan. 
1. Each telecommunications company may, in lieu of term

nating service, offer any customer a deferred payme
plan to retire unpaid bills for telecommunications com
pany service. If a deferred payment arrangement is ma
current service shall not be discontinued if the custom
agrees to pay a reasonable portion of the outstanding 
ance in installments over a period not to exceed 
months and agrees to pay all future bills in accordan
with the billing and collection tariffs of the telecommuni
cations company. 
Supp. 99-2 Page 122 June 30, 1999
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2. If a customer does not fulfill the terms of a deferred pay-
ment agreement, the telecommunications company shall
have the right to disconnect service pursuant to the Com-
mission’s termination of service rule, R14-2-509.

G. Late Payment Penalty. A telecommunications company gov-
erned by this Article may include in its tariffs a late payment
penalty which may be applied to delinquent bills. The amount
of the late payment penalty shall be stated on a customer’s bill
when rendered by the telecommunications company or its
agent.

H. Service Interruptions. 
1. Each telecommunications company shall make reason-

able efforts to reestablish service within the shortest pos-
sible time when service interruptions occur. The
telecommunications company shall issue instructions to
its employees covering procedures to be followed in the
event of any emergency, including national emergencies
or local disasters, in order to prevent or mitigate interrup-
tion or impairment of service. The Commission shall be
notified of major interruptions in service affecting the
entire system or any major division. 

2. When a telecommunications company plans to interrupt
service to perform necessary repairs or maintenance, the
telecommunications company shall attempt to inform
affected customers at least 24 hours in advance of the
scheduled date and estimated duration of the service
interruption. Such repairs shall be completed in the short-
est possible time to minimize the inconvenience to the
customers of the telecommunications company.

I. Nonpermissible Termination of Service. A telecommunica-
tions company governed by this Article may not disconnect
service for: 
1. The failure of a customer to pay for services or equipment

which are not regulated by the Commission, or 
2. For disputed bills where the customer has complied with

the Commission’s rules on complaints.
J. Permissible Termination of Service. Termination of service

without notice may occur in accordance with the provisions of
subsection R14-2-509(B). Termination of service with notice
shall occur in accordance with provisions of R14-2-509(C)
through (E). All local exchange carriers are prohibited from
discontinuing local service for alleged delinquency of non-
local bills.

K. Notice of Responsible Officer or Agent. Each telecommunica-
tions company governed by this Article shall file a written
statement with the Commission which provides the name,
address (business, residence, and post office) and telephone
numbers (business and residence) of at least one officer, agent,
or one employee responsible for the general management of its
operations as a telecommunications company in Arizona. Each
telecommunications company shall give notice of any change
in this information by filing a written statement with the Com-
mission within five days from the date of any such change.

L. Competitive Local Exchange Service. Any telecommunica-
tions company providing competitive local exchange service
shall comply with the Commission’s rules for establishment of
service set forth in R14-2-503.

M. Denial of Service/Noncertificated Utilities. A local exchange
carrier shall deny service to a noncertificated telecommunica-
tions company that intends to use the service requested to pro-
vide telecommunications service for hire, sale, or resale to the
general public within the state of Arizona. Service shall not be
denied if the telecommunications company has an Application
for a Certificate of Convenience and Necessity pending before
the Commission.

Historical Note
Adopted effective June 27, 1995, under a court-ordered 
exemption as determined by the Arizona Corporation 

Commission (Supp. 95-2).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorne
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State of Ar
zona v. Arizona Corporation Commission, 114 Ariz. Adv. Rep. 3
(Ct. App. 1992)).

R14-2-1115. Administrative Requirements
A. Customer Service Complaints. All customer service com-

plaints concerning competitive telecommunications services
shall be governed by the provisions of subsection R14-2-
510(A).

B. Customer Bill Disputes. All customer bill disputes concerning
competitive telecommunications services shall be governed by
the provisions of R14-2-510(B) and (C).

C. Filing of Tariffs, Price Levels, and Contracts. Each telecom-
munications company governed by this Article shall file with
the Commission current tariffs, price levels, and contracts that
comply with the provisions of this Article and with all Com-
mission rules, orders, and all other requirements imposed by
the laws of the state of Arizona.
1. Current tariffs for competitive services shall be main-

tained on file with the Commission pursuant to the
requirements of A.R.S. § 40-365.

2. Current price levels for competitive services shall be file
with the Commission pursuant to the requirements 
R14-2-1109(B).

3. Contracts of telecommunications companies governed
this Article shall be filed with the Commission not late
than five business days after execution. If the contra
includes both competitive and noncompetitive services
must be filed at least five business days prior to the effe
tive date of the contract and must separately state the 
iffed rate for the noncompetitive services and the pri
for the competitive services.

4. Contracts filed pursuant to this Article shall not be op
to public inspection or made public except on order of t
Commission, or by the Commission or a Commission
in the course of a hearing or proceeding.

D. Accounts and Records. 
1. Each telecommunications company shall keep gene

and subsidiary accounting books and records reflect
the cost of its intrastate properties, assets and liabiliti
operating income and expenses, and all other accoun
and statistical data which reflect complete, authentic, a
accurate information regarding to its properties and op
ations. These accounting records shall be organized 
maintained in such a way as to provide an audit tr
through all segments of the telecommunications co
pany’s accounting system. 

2. With the exception of local exchange companies, ea
telecommunications company providing competitive tel
communications services shall maintain its books a
records in accordance with Generally Accepted Accou
ing Principles as promulgated by the Financial Accoun
ing Standards Board and its successors, as amende
any subsequent modification or official pronounceme
thereto, which directly relates to regulated industries.

E. Production of Accounts, Records, and Documents. 
1. All telecommunications companies governed by th

Article shall immediately make available, at the time an
place the Commission may designate, any account
June 30, 1999 Page 123 Supp. 99-2
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records that the Commission may request. Accounting
records shall include all or any portion of a telecommuni-
cations company’s formal and informal accounting books
and records along with any underlying and/or supporting
documents regardless of the physical location of such
books, records, and documents. Accounting records shall
also include all books, records or documents which spe-
cifically identify, support, analyze, or otherwise explain
the reasonableness and accuracy of affiliated interest
transactions. 

2. The Commission, at its sole discretion, may inspect any
telecommunications company’s formal and/or informal
accounting books, records, and documents at the com-
pany’s business premises or at its authorized representa-
tive’s business premises which may be outside the state
of Arizona. If inspection of the telecommunications com-
pany’s accounting records does take place outside the
state of Arizona, the telecommunications company will,
to the extent legally permissible, assume all reasonable
costs of travel, lodging, per diem, and all other miscella-
neous costs incurred by participating personnel employed
by the Commission or personnel contracted to represent
the Commission in any manner.

F. Annual Reports to the Commission. All telecommunications
companies providing competitive telecommunications ser-
vices pursuant to this Article shall submit an annual report to
the Commission which shall be filed on or before the 15th day
of April for the preceding calendar year.
1. The annual report shall be in a form prescribed by the

Commission and, at a minimum, shall contain the follow-
ing information:
a. A statement of income for the reporting year similar

in format to R14-2-103, Schedule (C)(1) or (E)(2).
The income statement shall be Arizona-specific and
reflect operating results in Arizona.

b. A balance sheet as of the end of the reporting year
similar in format to R14-2-103, Schedule (E)(1).
The balance sheet shall be Arizona-specific.

2. Annual reports filed pursuant to this Article shall not be
open to public inspection or made public except on order
of the Commission, or by the Commission or a Commis-
sioner in the course of a hearing or proceeding.

G. Reports to the Securities and Exchange Commission. All tele-
communications companies shall file with the Commission a
copy of all reports required by the Securities and Exchange
Commission.

H. Other Reports. All telecommunications companies shall file
with the Commission a copy of all annual reports required by
the Federal Communications Commission and, where applica-
ble, annual reports required by the Rural Electrification
Administration or any other agency of the United States.

I. Variations, Exemptions of Commission Rules. The Commis-
sion may consider variations or exemptions from the terms or
requirements of any of the rules included herein (14 A.A.C. 2,
Article 11) upon the verified application of an affected party.
The application must set forth the reasons why the public
interest will be served by the variation or exemption from the
Commission rules and regulations. Any variation or exemp-
tion granted shall require an order of the Commission. Where
a conflict exists between these rules and an approved tariff or
order of the Commission, the provisions of the approved tariff
or order of the Commission shall apply.

Historical Note
Adopted effective June 27, 1995, under a court-ordered 
exemption as determined by the Arizona Corporation 

Commission (Supp. 95-2).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorne
General approval provisions of the Arizona Administrative Proce
dure Act (A.R.S. § 41-1041) by a court order (State of Arizona 
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (C
App. 1992)).

ARTICLE 12. ARIZONA UNIVERSAL SERVICE FUND

R14-2-1201. Definitions
In this Article, unless the context otherwise requires, the following
definitions shall apply:

1. “Administrator” is the person designated pursuant 
R14-2-1212 to administer the AUSF and perform th
functions required by this Article.

2. “Arizona Corporation Commission” or “Commission.”
The regulatory agency of the state of Arizona havin
jurisdiction over public service corporations operating 
Arizona.

3. “Arizona Universal Service Fund” or “AUSF” is the
funding mechanism established by this Article throug
which surcharges are collected and support paid in acc
dance with this Article.

4. “AUSF Support” is the amount of money, calculated pu
suant to this Article, which a provider of basic local tele
phone exchange service is eligible to receive from t
AUSF pursuant to this Article.

5. “AUSF Support Area” is the geographic area for which
local exchange carrier's eligibility to receive AUSF sup
port is calculated.

6. “Basic local exchange telephone service” is telepho
service that provides the following features:
a. Access to 1-party residential service with a voic

grade line;
b. Access to touchtone capabilities;
c. Access to an interexchange carrier;
d. Access to emergency services, including but n

limited to emergency 911;
e. Access to directory assistance service;
f. Access to operator service;
g. Access to a white page or similar directory listing

and
h. Access to telephone relay systems for the hear

and speech impaired.
7. “Benchmark rates” for a telecommunications servic

provider are those rates approved by the Commission 
that provider for basic local exchange telephone servi
plus the Customer Access Line Charge approved by 
Federal Communications Commission.

8. “Commercial Mobile Radio Service” is any radio com
munication service carried on between mobile stations
receivers and land stations, or by mobile stations comm
nicating among themselves, that is provided for profit a
that makes available to the public service that is co
nected to the public switched network.

9. “Conversion Factor” is a multiplier that is used to conve
a quantity of interconnecting trunks for both wireless an
wireline customers into equivalent access lines, for t
sole purpose of developing Category 1 surcharges. T
value of the Conversion Factor shall be 10 until compl
tion of the review provided for in R14-2-1216.

10. “Interconnecting Trunk” is a 1-way or 2-way voice grad
or equivalent voice grade switched message transmiss
channel furnished by a local switched access provider t
provider of wireless services or to a wireline customer 
such local switched access provider to interconnect 
Supp. 99-2 Page 124 June 30, 1999
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provider of wireless services or wireline customer to the
public switched network.

11. “Intermediate Local Exchange Carriers” are incumbent
providers of basic local exchange telephone service with
more than 20,000 access lines but fewer than 200,000
access lines in Arizona.

12. “Large Local Exchange Carriers” are incumbent provid-
ers of basic local exchange telephone service serving
200,000 or more access lines in Arizona.

13. “Small Local Exchange Carriers” are incumbent provid-
ers of basic local exchange telephone service with 20,000
or fewer access lines in Arizona.

14. “Total Service Long Run Incremental Cost” is the total
additional cost incurred by a telecommunications com-
pany to produce the entire quantity of a service, given
that the telecommunications company already provides
all of its other services. Total Service Long Run Incre-
mental Cost is based on the least cost, most efficient tech-
nology that is capable of being implemented at the time
the decision to provide the service is made.

15. “U.S. Census Blocks” are geographic areas defined by
the U.S. Department of Commerce. The areas, which
define the way in which census data is aggregated, gener-
ally contain between 250 and 550 housing units.

Historical Note
Adopted effective April 26, 1996, under an exemption as 

determined by the Arizona Corporation Commission 
(Supp. 96-2).

R14-2-1202. Calculation of AUSF Support
A. The amount of AUSF support to which a provider of basic

local exchange telephone service is eligible for a given AUSF
support area shall be based upon the difference between the
benchmark rates for basic local exchange telephone service
provided by the carrier, and the appropriate cost to provide
basic local exchange telephone service as determined by the
Commission, net of any universal service support from federal
sources.

B. For a small local exchange carrier, the AUSF support area
shall include all exchanges served by the local exchange car-
rier in Arizona. The appropriate cost of providing basic local
exchange telephone service for purposes of determining AUSF
support for a small local exchange carrier shall be the embed-
ded cost of the incumbent provider. For any request for AUSF
support by a small local exchange carrier filed more than 3
years after the effective date of this Article, the AUSF support
area shall be the geographic areas as determined by the Com-
mission.

C. For an intermediate local exchange carrier, the AUSF support
area shall be either all exchanges in Arizona served by that
carrier, or such other support area as may be approved by the
Commission. The appropriate cost of providing basic local
exchange telephone service for purposes of determining AUSF
support for an intermediate local exchange carrier shall be the
embedded cost of the incumbent provider. For any request for
AUSF support by an intermediate local exchange carrier filed
more than 3 years after the effective date of this Article, the
AUSF support area shall be geographic areas as determined by
the Commission, and the appropriate cost of providing basic
local exchange telephone service for purposes of determining
AUSF support shall be the Total Service Long Run Incremen-
tal Cost of the incumbent provider. In the event that the FCC
adopts a somewhat different forward-looking costing method-
ology and/or a different geographic study/support area for the
Federal universal service fund program, a local exchange car-
rier may request a waiver from this rule in order to utilize the

same cost study methodology and/or geographic study area
both jurisdictions.

D. For a large local exchange carrier, the AUSF support area s
be U.S. census block groups, and the appropriate cost of 
viding basic local exchange telephone service for purposes
determining AUSF support shall be the Total Service Lo
Run Incremental Cost. In the event that the FCC adopt
somewhat different forward-looking costing methodolog
and/or a different geographic study/support area for the F
eral universal service fund program, a local exchange car
may request a waiver from this rule in order to utilize the sa
cost study methodology and/or geographic study areas in b
jurisdictions. Any request for AUSF support by a large loc
exchange carrier shall include a Total Service Long Run Inc
mental Cost study, or cost study based on FCC adopted m
odology, of basic local exchange service. The cost study s
be developed and presented in a manner that identifies the 
for the individual support areas for which AUSF funding 
being requested.

Historical Note
Adopted effective April 26, 1996, under an exemption as 

determined by the Arizona Corporation Commission 
(Supp. 96-2).

R14-2-1203. Request for AUSF Support
A provider of basic local exchange telephone service may requ
that the Commission authorize AUSF support with a filing und
R14-2-103 or other method as the Commission may prescribe, 
upon compliance with all applicable rules set forth in R14-2-11
through R14-2-1115. A request for AUSF support shall include
statement describing the need for such funding. The Commiss
shall determine the appropriate cost of providing basic lo
exchange service for each AUSF support area for which AUSF s
port is requested and shall calculate in accordance with R14-2-1
the amount of AUSF support, if any, to which the applicant is en
tled.

Historical Note
Adopted effective April 26, 1996, under an exemption as 

determined by the Arizona Corporation Commission 
(Supp. 96-2).

R14-2-1204. Funding of the AUSF
A. The AUSF shall be funded in accordance with this Article b

all telecommunications service providers that interconnect
the public switched network. Within 30 days of the effectiv
date of this Article, and thereafter on or before October 1
each year, each telecommunications provider shall provide
the Administrator a list of all other telecommunications pr
viders that interconnect to its facilities or network.

B. The AUSF shall be funded equally by toll and local custome
of the providers of telecommunications services, and shall
assessed in the following manner:
1. Category 1 - Providers of basic local exchange service

discussed in R14-2-1204(B)(1)(a), and other service p
viders as required under R14-2-1204(B)(1)(a)(i) or pe
mitted under R14-2-1204(B)(3)(b), shall be considere
providers of Category 1 service.
a. One-half of the AUSF funding requirement will b

collected through Category 1 service providers. Ca
egory 1 AUSF assessment will be based upon acc
lines and interconnecting trunks, and assessed 
providers of local switched access as either 
access line or interconnecting trunk surcharge. T
“per access line” surcharge to be in place during
given year will be calculated by the Administrato
using the total number of access lines and equival
June 30, 1999 Page 125 Supp. 99-2
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access lines deriving from interconnecting trunks
that were in service for all Category 1 service pro-
viders on October 1 of the previous year. Access
lines shall include business and residence lines, pub-
lic access lines, and other identifiable access lines.
All wireless providers including but not limited to
paging and other Commercial Mobile Radio Service
providers, that interconnect to the public switched
network will contribute to the AUSF under the
requirements of Category 1. The number of inter-
connecting trunks obtained from the local access
provider by the wireless provider shall be utilized in
conjunction with a Conversion Factor to determine
AUSF support from such wireless provider by
means of a surcharge on such interconnecting
trunks. A wireless provider that fails to contribute to
the AUSF as required by this Article shall be subject
to termination of its interconnection arrangements
pursuant to R14-2-1214(C).

b. On or before November 1 of each year, each Cate-
gory 1 local switched access service provider shall
provide to the Administrator the number of access
lines and number of interconnecting trunks that were
in service on October 1 of that year. The Adminis-
trator will use these numbers together with the Con-
version Factor in calculating the per access line
surcharge and per interconnecting trunk surcharge
for the following year. The Administrator will multi-
ply the total number of interconnecting trunks by the
Conversion Factor to obtain an equivalent number of
access lines for the purpose of calculating the sur-
charges.

2. Category 2 - Providers of intrastate toll service, or other
service providers as permitted under R14-2-1204(B)(3),
shall be considered providers of Category 2 service and
shall be assessed AUSF charges as follows:
a. One-half of the AUSF funding requirement will be

collected through Category 2 service providers. The
Category 2 AUSF assessment will be based on total
Arizona intrastate toll revenue, and assessed as a
percent of revenue. The percent of revenue assess-
ment to be in place during a given year will be calcu-
lated by the Administrator using the annual Arizona
intrastate revenue for all Category 2 service provid-
ers for the previous year.

b. On or before November 1 of each year, each Cate-
gory 2 service provider shall report to the Adminis-
trator the total Arizona intrastate revenue collected
between August 1 of the current year and August 1
of the previous year. The Administrator will use this
revenue so reported to calculate the AUSF assess-
ment rate for the following year.

3. New telecommunications service providers.
a. Telecommunications providers that begin providing

basic local exchange service after the effective date
of this Article shall be assessed AUSF charges pur-
suant to R14-2-1204(B)(1). Telecommunications
providers that begin providing toll service after the
effective date of this Article shall be assessed AUSF
charges pursuant to R14-2-1204(B)(2).

b. All other telecommunications service providers that
interconnect to the public switched network and
begin providing telecommunications service after
the effective date of this Article, shall choose to be
considered either a Category 1, Category 2, or both
Category 1 and Category 2 service provider. Such

election shall be made in writing to the Administra-
tor within 30 days of beginning to provide telecom-
munications service in Arizona, with a copy to the
Director of Utilities. Written concurrence of the
Director of Utilities must be received by the Admin-
istrator for such selection to be effective. Such selec-
tion will be irrevocable for a period of at least 3
years.

4. A telecommunications provider that provides both Cate-
gory 1 and Category 2 services shall be assessed AUSF
charges pursuant to both R14-2-1204(B)(1) and R14-2-
1204(B)(2).

Historical Note
Adopted effective April 26, 1996, under an exemption as 

determined by the Arizona Corporation Commission 
(Supp. 96-2).

R14-2-1205. Calculation of Surcharges
A. The Administrator will calculate the total AUSF support due

all local exchange carriers who have been granted AUSF sup-
port by the Commission. Administrative costs and audit fees
will be added to this amount. The amount of any excess funds
in the AUSF will then be subtracted to determine the total
funding requirement. The funding requirements from Cate-
gory 1 and Category 2 service providers will then be calcu-
lated. One half of the funding will be obtained from Category
1 providers through surcharges applied to access lines and
interconnecting trunks in service. The other half will be
obtained from Category 2 providers through surcharges on
intrastate toll revenues.

B. For the purpose of determining the surcharges, the Adminis-
trator will develop growth factors to apply to the total reported
access lines and toll revenues. Such growth factors will be cal-
culated at 1/2 of the estimated annual percentage growth in
access lines and in toll revenues.

C. Category 1 Surcharge. One-half of the total annual AUSF sup-
port approved by the Commission for all eligible recipients
will be obtained from Category 1 service providers. A monthly
per access line surcharge and a monthly per interconnecting
trunk surcharge required to obtain this funding will be calcu-
lated as follows:
1. Adding together the number of access lines and equiva-

lent access lines for all Category 1 service providers,
adjusted by the growth factor;

2. Dividing the total annual AUSF support approved by the
Commission for all eligible recipients by 2 to obtain the
portion of AUSF support required from Category 1 ser-
vice providers;

3. Dividing the amount of Category 1 AUSF support calcu-
lated in subsection (C)(2) by the sum of access lines cal-
culated in subsection (C)(1) to yield the per access line
surcharge;

4. Dividing the per access line surcharge calculated in sub-
section (C)(3) by 12 to determine the monthly access line
assessment;

5. Multiplying the surcharge obtained in subsection (C)(4)
by the Conversion Factor to determine the monthly inter-
connecting trunk surcharge.

D. Category 2 Surcharge. One-half of the total annual AUSF sup-
port approved by the Commission for all eligible recipients
will be obtained from Category 2 service providers. A percent
of revenue surcharge required to obtain this funding will be
calculated as follows:
1. Totaling the annual intrastate toll revenues of all Cate-

gory 2 service providers, adjusted by the growth factor;
Supp. 99-2 Page 126 June 30, 1999
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2. Dividing the total AUSF support approved by the Com-
mission for all eligible recipients by 2 to obtain the por-
tion of AUSF support required from Category 2 service
providers;

3. Dividing the amount of Category 2 AUSF support
requirement calculated in subsection (D)(2) by the total
annual intrastate toll revenues calculated in subsection
(D)(1) to arrive at a percentage of revenue surcharge.

E. Recipients of lifeline or other low-income support shall be
exempt from paying a Category 1 surcharge.

Historical Note
Adopted effective April 26, 1996, under an exemption as 

determined by the Arizona Corporation Commission 
(Supp. 96-2).

R14-2-1206. Implementation
A. Any provider of telecommunications service may file either an

AUSF tariff or price list, if appropriate, establishing a flow-
through mechanism to collect the surcharge approved by the
Commission and calculated by the Administrator.

B. On or before the 20th day of each month, each Category 1 ser-
vice provider responsible for collecting AUSF surcharges shall
remit to the Administrator the AUSF surcharge, including any
surcharge on wireless providers, collected by that provider
during the preceding month. The Category 1 provider shall
submit such documentation of AUSF revenues from the AUSF
surcharge as may be required by the Administrator.

C. On or before the 20th day of each month, each Category 2 ser-
vice provider responsible for collecting AUSF surcharges shall
remit to the Administrator the AUSF surcharge collected by
that provider during the 3rd preceding month. The Category 2
provider shall submit such documentation of AUSF revenues
from the AUSF surcharge as may be required by the Adminis-
trator.

D. Eligible recipients of AUSF support are:
1. Providers of telecommunications service engaged in pro-

viding basic local exchange telephone service in Arizona
which have obtained a Commission order authorizing
payments from the AUSF; and

2. Providers that become entitled to AUSF support based
upon the provisions of R14-2-1206(E).

E. If the Commission approves AUSF support to a provider of
telecommunications service for a defined area, such AUSF
support shall also be available to competitive providers of
basic local exchange service in the same defined area that are
contributing to the AUSF, and that are willing to provide ser-
vice to all customers in the specific AUSF support area as
defined by the Commission. The AUSF support to which the
competitive provider is eligible shall be calculated on a per-
customer basis, at the same level at which the incumbent pro-
vider of telecommunications service receives AUSF support,
and shall not result in an increase in the total AUSF support
available for the specific census block groups or study area. If
basic exchange service is provided through the resale of
another carrier’s local loop facilities, AUSF support will only
be available to the retail service provider if AUSF support is
not included in the wholesale price for the resold local service.
This Section shall not apply to small local exchange carriers
nor to the universal service support being received by any tele-
communications service provider as of the effective date of
this Article.

F. For small local exchange carriers and for any basic local
exchange telephone service provider receiving universal ser-
vice support as of the effective date of this Article, the AUSF
support shall not be available to competitive providers of basic
local exchange service prior to completion of the review pro-

vided for in R14-2-1216. Following completion of the review
AUSF support provided to small and intermediate loc
exchange carriers shall be available to all competitive prov
ers of basic local exchange service in the same defined a
that are contributing to AUSF, and that are willing to provid
service to all customers in the specific geographic study a
as defined by the Commission, unless otherwise ordered
the Commission.

G. Defined area, study area, geographic area, and support 
mean the same area during the 1st 3 years of the effective 
of this Article. After the 1st 3 years, they will still have th
same meaning unless otherwise ordered by the Commissio

Historical Note
Adopted effective April 26, 1996, under an exemption as 

determined by the Arizona Corporation Commission 
(Supp. 96-2).

R14-2-1207. Calculation of Monthly Payments and the Associ-
ated Collections
A. For the monthly Category 1 AUSF payment, each provider

local switched access shall remit to the Administrator 
amount equal to the number of access lines in service on
1st day of the month, times the monthly surcharge per acc
line plus the number of interconnecting trunks in service 
the 1st day of the month, times the monthly interconnecti
trunk surcharge.

B. The monthly AUSF payment that each Category 2 provid
shall remit to the Administrator is an amount equal to 
monthly intrastate toll revenue times the monthly surchar
percentage.

C. Payments must be received by the Administrator by the 2
day of each month. If the payment amount is greater th
$10,000, then it shall be wire transferred to the Administrato

D. The Administrator shall enter into an appropriate non-disc
sure agreement with each telecommunications service p
vider to assure that information necessary to allocate AU
funding obligations and to calculate surcharges is report
maintained, and used in a manner that will protect the con
dentiality of company specific data. The Administrator sha
not use confidential data for any purpose other than admin
tering the AUSF.

Historical Note
Adopted effective April 26, 1996, under an exemption as 

determined by the Arizona Corporation Commission 
(Supp. 96-2).

R14-2-1208. Monthly AUSF Disbursements
A. AUSF disbursement shall be made 30 days following the d

of AUSF collections.
B. The Administrator shall not make AUSF support payments

a provider of telecommunications service until the Administr
tor has received a copy of a Commission decision authoriz
the provider to receive such support.

Historical Note
Adopted effective April 26, 1996, under an exemption as 

determined by the Arizona Corporation Commission 
(Supp. 96-2).

R14-2-1209. Procedures for Handling AUSF Rate Changes
A. Category 1 and Category 2 AUSF surcharges shall be revi

when the Commission authorizes new or revised AUSF p
ments to any provider of telecommunications service. T
Administrator shall calculate the new AUSF flow-through su
charges in accordance with this Article, which surcharges sh
become effective upon the Commission’s approval of the n
or revised AUSF payments.
June 30, 1999 Page 127 Supp. 99-2
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B. An annual calculation to revise AUSF flow-through sur-
charges shall be made by the Administrator on December 1 of
each year with an effective date the following January 1. The
flow-through surcharges shall be calculated so that the total
AUSF funding will equal the AUSF revenue requirements,
plus administrative costs as well as any corrections and true-
ups. No later than December 1 of each year, the Administrator
shall provide notice to the Commission and all telecommuni-
cation service providers who pay into the AUSF of the flow-
through surcharge rates for the following calendar year.

Historical Note
Adopted effective April 26, 1996, under an exemption as 

determined by the Arizona Corporation Commission 
(Supp. 96-2).

R14-2-1210. Statement of Participation of All Telecommuni-
cations Service Providers in the AUSF
A. Within 30 days of the effective date of this Article, each tele-

communications service provider shall provide a letter to the
Administrator acknowledging that provider’s obligation under
this Article to pay AUSF surcharges. Failure to provide such a
letter shall be grounds for termination after written notice from
the Administrator of the provider’s interconnection with the
public switched network.

B. Any telecommunications service provider which begins pro-
viding telecommunications service after the effective date of
this Article shall, within 30 days of beginning to provide intr-
astate service in Arizona, provide a letter to the Administrator
acknowledging that provider’s obligation under this Article to
make monthly payments for the local and/or toll portion, as
appropriate, of the AUSF contribution in accordance with this
Article. Failure to provide such a letter shall be grounds for
denying to the provider interconnection with the public
switched network.

Historical Note
Adopted effective April 26, 1996, under an exemption as 

determined by the Arizona Corporation Commission 
(Supp. 96-2).

R14-2-1211. Duties and Responsibilities of the AUSF Admin-
istrator
The Administrator shall:

1. Develop, obtain, and, on or before December 15 of each
year, file with the Commission such information and doc-
umentation as the Administrator deems necessary for the
establishment and calculation of the Category 1 and Cate-
gory 2 surcharges for the succeeding year. Such a filing
shall also be made each time the Commission authorizes
a change in the AUSF funding requirement.

2. Monitor the AUSF payments of all telecommunications
providers.

3. Oversee the billing of AUSF surcharges.
4. Prepare the necessary forms to be used in reporting the

AUSF collections and disbursements and maintain
monthly records.

5. Coordinate the collection and disbursement of AUSF
monies in accordance with this Article.

6. Prepare an annual report that provides a detailed account-
ing of the AUSF collections and disbursements and that
identifies the annual cost of administration. The report
shall be filed with the Commission on or before April 15
of each year.

7. Monitor procedures for auditing the AUSF collections
and disbursements. The audit function shall be performed
by an independent outside auditor.

Historical Note
Adopted effective April 26, 1996, under an exemption as 

determined by the Arizona Corporation Commission 
(Supp. 96-2).

R14-2-1212. Interim Administrator
US WEST Communications, Inc., will serve as interim Administr
tor of the AUSF and will perform the functions detailed herein th
are required of the Administrator for a transition period until a p
vate, neutral 3rd party is appointed by the Commission to serve
Administrator of the AUSF. A neutral 3rd party selected throu
the competitive bid process shall be appointed no later than Jul
1997.

Historical Note
Adopted effective April 26, 1996, under an exemption as 

determined by the Arizona Corporation Commission 
(Supp. 96-2).

R14-2-1213. Guidelines for Auditing the AUSF
A. The AUSF records covering both collections and disburs

ments shall be audited at the end of the 1st year following 
designation of a 3rd party administrator. The AUSF records
will then be audited at least once every other year in the sub
quent years of operations.

B. The records shall be examined for accuracy and the existe
of effective internal controls to ensure that the AUSF is bei
administered appropriately and properly.

C. An independent external auditor selected by the Commiss
shall be utilized to provide an unbiased audit opinion conce
ing the AUSF administration procedures and controls.

D. Any costs for conducting audits will be deducted from the re
enues of the AUSF prior to disbursement of funds.

Historical Note
Adopted effective April 26, 1996, under an exemption as 

determined by the Arizona Corporation Commission 
(Supp. 96-2).

R14-2-1214. Enforcement of Collection of Delinquent AUSF
Amounts
A. The Administrator shall issue past due notices to each provi

of telecommunications service that is 15 days or more de
quent in submitting its AUSF payments to the Administrato
A copy of this notice shall be provided to the Commission.

B. AUSF support payments shall be withheld from any provid
of telecommunications service that is delinquent in submitti
its AUSF payments to the Administrator. Each provider 
telecommunications service will be fully liable for any accrue
interest owing on its AUSF contributions that remain unpa
for 30 days. Such delinquent AUSF payments will beg
accruing interest at the rate of 1 and 1/2% per month beginn
with the 31st day until such amount is paid in full along wi
all accrued interest.

C. The local switched access service provider shall promp
notify the Commission and the Administrator of the identity 
any wireless provider which fails or refuses to pay its AUS
surcharge. Such notice shall also be directed to the wire
provider. If the wireless provider has not paid the amount d
within 30 days of such notice, the interconnection provid
shall terminate the wireless provider’s interconnection un
the full amount together with all accrued interest, is paid in f
(unless the payment is in bonafide dispute and the wirel
carrier has paid the undisputed amount).

D. Failure by a telecommunications service provider to comp
with the provisions of this Article may result in sanctions a
determined by the Commission.
Supp. 99-2 Page 128 June 30, 1999
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Historical Note
Adopted effective April 26, 1996, under an exemption as 

determined by the Arizona Corporation Commission 
(Supp. 96-2).

R14-2-1215. AUSF Annual Report
A. On or before April 1 of each year, the Administrator shall file

with the Commission an annual report which shall summarize
the preceding year activity and contain the following:
1. A statement of AUSF collections and disbursements.
2. A record of the total cost of administration of the AUSF.
3. Audit reports from the audits conducted during the year.

B. A copy of the annual report shall be provided to each provider
of telecommunications service who contributes to the AUSF.

Historical Note
Adopted effective April 26, 1996, under an exemption as 

determined by the Arizona Corporation Commission 
(Supp. 96-2).

R14-2-1216. Review Process
A. Not later than 3 years from the effective date of this Article,

the Commission staff shall initiate a comprehensive review of
this Article and shall provide the Commission with recommen-
dations regarding any necessary changes to the Article. Any
interested party may also make such recommendations. The
Commission shall consider these recommendations in such
proceeding as the Commission deems appropriate.

B. The costs used to calculate AUSF funding levels for a given
provider or AUSF support area shall be reviewed by the Com-
mission at least every 3 years following the effective date for
any authorized AUSF support for the provider or study area.
The Commission may reduce the authorized funding level and
require that the AUSF surcharge be recalculated on the basis
of this review.

Historical Note
Adopted effective April 26, 1996, under an exemption as 

determined by the Arizona Corporation Commission 
(Supp. 96-2).

R14-2-1217. Supersession of Existing USF Mechanism
The universal service funding mechanism initially approved by the
Commission in Decision No. 56639 (September 22, 1989) is super-
seded by this Article, except that any calculation, contribution or
collection of, or entitlement to, universal service fund support
approved by the Commission prior to the adoption of this Article
shall remain in effect until otherwise ordered by the Commission or
until the application of this Article leads to a different result.

Historical Note
Adopted effective April 26, 1996, under an exemption as 

determined by the Arizona Corporation Commission 
(Supp. 96-2).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Article is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State of Arizona v.
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (Ct.
App. 1992)).

ARTICLE 13.  TELECOMMUNICATIONS 
INTERCONNECTION AND UNBUNDLING

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State of Arizona v.
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (Ct.
App. 1992)).

R14-2-1301. Application of Rules
These rules govern interconnection requirements as provided in
R14-2-1112. These rules apply to the provision of local exchange
services by and between local exchange carriers as those terms are
defined in R14-2-1102.

Historical Note
Adopted effective September 6, 1996, under an exemp-
tion as determined by the Arizona Corporation Commis-

sion (Supp. 96-3).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorne
General approval provisions of the Arizona Administrative Proce
dure Act (A.R.S. § 41-1041) by a court order (State of Arizona 
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (C
App. 1992)).

R14-2-1302. Definitions
In this Article, unless the context otherwise requires, the following
definitions shall apply:
1. “800 data base” means an 800 service data base that con

information on the screening and routing of 800 numbers t
are in service.

2. “AIN data base” means a data base that is used in connec
with an Advanced Intelligent Network (AIN) architecture. Th
AIN architecture enables telecommunications service prov
ers to introduce advanced telecommunications services.

3. “ALI” or “Automatic Location Identification” means the pro-
cess of electronically identifying and displaying the name 
the subscriber and address of the calling telephone number
person answering a 911 call.

4. “Central Office Code” means the 1st 3 digits of a 7-digit tel
phone number. Central office codes are assigned to telec
munications providers by the central office code administra
in accordance with the industry’s central office code assig
ment guidelines.

5. “Centralized Message Distribution System” or “CMDS
means the system managed by Bellcore that assists in bil
3rd party calls. Access to CMDS requires a Bellcore clie
company host.

6. “Directory Assistance Database Listings” means custom
name, address, and telephone number listings in the L
directory assistance database.

7. “E911” access means the ability of a LEC to interconnect w
and deliver emergency calls, and associated ANI and A
information, where available, to the E-911 controlling offic
for further routing to the appropriate Public Safety Answerin
Point.

8. “Essential facility or service” means any portion, compone
or function of the network or service offered by a provider 
local exchange service: that is necessary for a competito
provide a public telecommunications service; that cannot 
reasonable duplicated; and for which there is no adequate 
nomic alternative to the competitor in terms of quality, qua
tity, and price.

9. “Extended Area Service” or “EAS” means local (toll-free
calling provided between local exchange carrier exchang
(service areas).

10. “Incumbent Local Exchange Carrier” means any compa
providing service as a local exchange carrier in Arizona pr
to June 23, 1995.

11. “Interconnection Services” means those features and functi
of a local exchange carriers network that enable other lo
exchange carriers to provide local exchange and excha
access services. Interconnection services include, but are
limited to, those services offered by local exchange carri
June 30, 1999 Page 129 Supp. 99-2
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which have been classified by the Commission as essential
services.

12. “LIDB” or “Line Information Data Base” means a data base
that contains access line information that is used by telecom-
munications service providers for billing validation.

13. “Local Exchange Carrier” or “LEC” means a telecommunica-
tions company that provides local exchange service as 1 of the
telecommunications services it offers to the public.

14. “Local Number Portability” means permitting customers to
choose between authorized providers of local exchange ser-
vices within a given wire center without changing their tele-
phone number and without impairment of quality,
functionality, reliability, or convenience of use.

15. “Mutual traffic exchange” means the exchange of terminating
local and EAS traffic between LECs such that all LECs termi-
nate the local exchange traffic of all other LECs without
explicitly charging each other for such traffic exchange.

16. “New Entrant Local Exchange Carrier” or “NELEC” means
any company certificated by the Commission after June 23,
1995, as a local exchange carrier.

17. “Numbering Plan Administration” or “NPA” means a specific
geographic area identified by a unique NPA code. The NPA
(area code) is a 3-digit code that identifies the NPA for pur-
poses of call routing. The NPA Administrator is the entity
within a NPA that assigns central office prefixes (telephone
numbers) to users in the NPA.

18. “Public Safety Answering Point” or “PSAP” means a commu-
nications facility operated on a 24-hour basis that is assigned
the responsibility to receive 911 calls and, as appropriate, to
dispatch public or private safety services or to extend, transfer,
or relay 911 calls to the appropriate public or private safety
agencies.

19. “Rate Center” means specific geographic locations from
which airline mileage measurements are determined for the
purpose of rating local, Extended Area Service (EAS), and toll
traffic.

20. “Reciprocal Compensation” means the arrangement by which
local exchange carriers compensate each other for like services
used in the termination of local calls between the customers of
the 2 carriers.

21. “Resale of local service” means the purchase by a local
exchange carrier from another local exchange carrier a local
exchange service provisioned directly to an end-user customer
and rebrands it as its own service.

22. “Total Service Long Run Incremental Cost” or “TSLRIC” is
as defined in R14-2-1102(17).

23. “White Pages Listings” means customer name, address, and
telephone number listings in the white pages Section of LEC
telephone directories.

24. “Yellow Pages Listings” means customer name, address, and
telephone number listings in the yellow pages Section of LEC
telephone directories.

Historical Note
Adopted effective September 6, 1996, under an exemp-
tion as determined by the Arizona Corporation Commis-

sion (Supp. 96-3).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State of Arizona v.
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (Ct.
App. 1992)).

R14-2-1303. Points of Interconnection
A. Incumbent LECs and NELECs shall, by mutual agreement,

arrange for the points of interconnection of their respective
networks.

B. Each company interconnecting pursuant to the provisions of
this Section shall be responsible for building and maintaining
its own facilities to the point of interconnection. Companies
are free to negotiate points of interconnection that involve the
recurring and non-recurring compensation by 1 carrier for the
transport facilities of another carrier.

C. Each company interconnecting pursuant to the provisions of
this Section shall be responsible for the traffic that originates
on its network up to the point of interconnection, and for the
terminating traffic handed off at the point of interconnection to
the call’s destination.

D. Should the companies negotiating interconnection arran
ments not be able to agree upon the points of interconnect
written notice to that effect shall be made to the Commiss
Staff by the carrier responding to the interconnection reque
The notice shall contain a detailed description of the requ
itself and why interconnection at the point requested is not f
sible.

Historical Note
Adopted effective September 6, 1996, under an exemp-
tion as determined by the Arizona Corporation Commis-

sion (Supp. 96-3).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorne
General approval provisions of the Arizona Administrative Proce
dure Act (A.R.S. § 41-1041) by a court order (State of Arizona 
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (C
App. 1992)).

R14-2-1304. Reciprocal Compensation
A. Local and EAS traffic shall be terminated by the LECs over

the interconnection facilities described in R14-2-1303 on the
basis of mutual traffic exchange, for a period of 24 months
from the effective date of Commission approval of the 1st
interconnection agreement pursuant to R14-2-1506.

B. Any charges for the underlying transport facilities between the
carriers shall be limited to the construction and maintenance
charges specified in R14-2-1303.

C. Notwithstanding the provisions of subsection (A), compensa-
tion arrangements may be made by mutual agreement between
companies.

D. If incumbent local exchange carriers and new entrant local
exchange carriers do not arrive at compensation arrangements
for local call termination by mutual agreement, they shall each
file tariffs proposing permanent compensation mechanisms for
terminating local calls within 18 months of the effective date
of Commission approval of the 1st interconnection agreement
pursuant to R14-2-1506. This Commission has expressed a
preference for flat rate local calling and therefore those tariffs
shall not contain usage-sensitive call termination charges,
unless otherwise approved by the Commission.

Historical Note
Adopted effective September 6, 1996, under an exemp-
tion as determined by the Arizona Corporation Commis-

sion (Supp. 96-3).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorne
General approval provisions of the Arizona Administrative Proce
dure Act (A.R.S. § 41-1041) by a court order (State of Arizona 
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (C
App. 1992)).
Supp. 99-2 Page 130 June 30, 1999
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R14-2-1305. Local and Toll Rating Centers
A. The incumbent LEC’s local calling areas and existing EAS

boundaries will be utilized for the purpose of classifying traf-
fic as local, EAS, or toll for purposes of intercompany com-
pensation.

B. All LECs will use central office codes with rate centers match-
ing the incumbent LEC’s rate centers.

C. All LECs shall be assigned the necessary central office codes
for rate purposes.

D. Until a central office code administrator is designated by the
Federal Communications Commission to replace US West
Communications, Inc., central office codes will be assigned to
LECs, at no charge, in accordance with the industry’s central
office code assignment guidelines.

E. No LEC may charge another LEC for changes to switch rout-
ing software necessitated by the creation, assignment, or reas-
signment of NPA or central office codes.

Historical Note
Adopted effective September 6, 1996, under an exemp-
tion as determined by the Arizona Corporation Commis-

sion (Supp. 96-3).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State of Arizona v.
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (Ct.
App. 1992)).

R14-2-1306. Access to Databases and other Network Func-
tions
A. All LECs, including new and incumbent LECs, are required to

provide nondiscriminatory access to all necessary network
functions, databases, and service components required to pro-
vide competitive local exchange services. These elements
include, but are not limited to, directory assistance database
listings, white page listings, yellow page listings, 800 LIDB
and AIN databases, CMDS hosting, Busy Line Verification
and Busy Line Interrupt operator services, distribution of tele-
phone directories, inclusion of NELEC information in the Call
Guide Section of the directory, and E-911.

B. Access to additional network functions, databases, and service
components may be required from time to time by order of the
Commission. This provision does not preclude the incumbent
LEC and NELECs from negotiating voluntary arrangements
for access to additional network functions, databases, or ser-
vice components so long as the contracts for the voluntary
arrangements are filed with the Commission and such access is
made available to all other NELECs, upon request, under non-
discriminatory terms and conditions, including price.

C. Incumbent LECs shall provide access that is at least equal in
type, quality, and price to that provided to themselves, to any
affiliate, from any affiliate, or to another incumbent LEC.

D. LECs shall make available the call setup signaling resources
and information necessary for setting up local and interex-
change connections, including the use of signaling protocols
used in the querying of data bases such as 800 and LIDB.
LECs shall be prohibited from interfering with the transmis-
sion of signaling information between customers and network
operators. LECs and NELECs shall have a duty to correct
errors, support network management in a way that promotes
network integrity, and prevent fraudulent use of a LEC’s net-
work.

E. All LECs and NELECs shall cooperate in the development of
a process to handle intercompany service ordering, provision-
ing, and billing, and, repair service referrals.

Historical Note
Adopted effective September 6, 1996, under an exemp-
tion as determined by the Arizona Corporation Commis-

sion (Supp. 96-3).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorne
General approval provisions of the Arizona Administrative Proce
dure Act (A.R.S. § 41-1041) by a court order (State of Arizona 
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (C
App. 1992)).

R14-2-1307. Unbundling
A. Local exchange carriers with less than 200,000 access lines

shall be exempt from the unbundling requirements in these
rules. Such exemption shall expire upon the receipt of a bona
fide request from a certificated local exchange carrier for an
unbundled facility, or if a carrier voluntarily chooses to offer
unbundled services.

B. The local exchange carrier’s network facilities or servic
which are determined to be essential shall be provided 
terms and under conditions that are equivalent to the terms
conditions under which a local exchange carrier provides su
essential facilities or services to itself in the provision of t
local exchange carrier’s services. The pricing of essen
facilities or services shall be pursuant to R14-2-1310 on p
ing.

C. The following local exchange carrier network capabilities a
classified as essential facilities or services:
1. Termination of local calls,
2. Termination of long distance calls,
3. Interconnection with E911 and 911 services,
4. Access to numbering resources,
5. Dedicated channel network access connections, and
6. Unbundled loops.

D. Incumbent local exchange carriers shall make essential fac
ties or services available for purchase and use pursuan
negotiated agreements or an approved statement of terms
conditions which shall be filed with the Commission.

E. The following guidelines apply when a certificated telecom
munications company makes a bona fide request of an incu
bent local exchange carrier to unbundle any network facility
service capability not identified in subsection (C) or when
certificated telecommunications company makes a bona f
request to a NELEC that is the sole owner of essential facilit
in the geographic area to unbundle any network facility or s
vice capability. The request shall specify whether the netwo
facility or service is considered by the requesting company
be essential.
1. For the 12 months following the effective date of the

rules, the local exchange carrier shall respond to any s
request in writing within 120 days. Thereafter, the loc
exchange carrier shall respond to any such reques
writing within 90 days.

2. The response to an unbundling request shall clearly s
whether the LEC or NELEC intends to provide the ne
work facility or service on an unbundled basis and, 
requested, whether it will be offered as an essential fa
ity or service. If the LEC or NELEC does not intend t
provide the requested network facility or service, th
response shall state the basis for such refusal.

3. If the local exchange carrier or NELEC agrees to provi
the network facility or service on an unbundled basis, t
facility or service shall be provided pursuant to nego
ated agreements or an approved statement of terms 
conditions which shall be filed with the Commission.
June 30, 1999 Page 131 Supp. 99-2
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4. If the local exchange carrier or NELEC asserts that
unbundling the network facility or service is not techni-
cally feasible, notice to that effect shall be made to the
requesting party and to the Commission.

Historical Note
Adopted effective September 6, 1996, under an exemp-
tion as determined by the Arizona Corporation Commis-

sion (Supp. 96-3).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State of Arizona v.
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (Ct.
App. 1992)).

R14-2-1308. Number Portability
A. All local exchange carriers shall make local number portability

available to facilitate the ability of a customer to switch
between authorized local exchange carriers within a given
wire center without changing their telephone number and
without impairment of quality, functionality, reliability, or
convenience of use. Implementation of local number portabil-
ity or other forms of local number portability shall be based on
a technically and economically feasible solution that meets the
needs of Arizona consumers and carriers in a competitively
neutral manner.

B. An incumbent local exchange carrier serving less than 200,000
access lines will not be required to implement local number
portability solutions absent the certification and commitment
by a new entrant local exchange carrier to provide service on a
facilities basis in the incumbent’s service territory.

C. Until such time as local number portability becomes available
through database technology, local exchange carriers shall
provide interim local number portability pursuant to negoti-
ated agreements or an approved statement of terms and condi-
tions, which shall be filed with the Commission, and shall in
addition comply with such other or additional requirements as
may be adopted by the Commission.

D. All telecommunication providers who terminate traffic into an
exchange, or exchanges, in which the local number portability
database solution has been implemented shall utilize the data-
base solution to ensure efficient and appropriate routing of
traffic to Arizona customers.

Historical Note
Adopted effective September 6, 1996, under an exemp-
tion as determined by the Arizona Corporation Commis-

sion (Supp. 96-3).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State of Arizona v.
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (Ct.
App. 1992)).

R-14-2-1309. Cost Methodology
TSLRIC is the cost standard to be employed by the incumbent local
exchange carrier in conducting the cost studies that establish the
underlying cost of local exchange carrier services including unbun-
dled essential facilities and services.

Historical Note
Adopted effective September 6, 1996, under an exemp-
tion as determined by the Arizona Corporation Commis-

sion (Supp. 96-3).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney

General approval provisions of the Arizona Administrative Proce
dure Act (A.R.S. § 41-1041) by a court order (State of Arizona 
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (C
App. 1992)).

R14-2-1310. Pricing
A. Pricing of Basic Communication Services.

1. The incumbent local exchange carrier shall provide the
Commission with price floor calculations for local
exchange and long distance services to ensure the avoid-
ance of anti-competitive pricing practices. A NELEC can
price below an incumbent LEC’s TSLRIC price.

2. Whenever the incumbent local exchange carrier int
duces a new local exchange service or long distance 
vice, or proposes to change the rate for an existing lo
exchange service or long distance service, the lo
exchange carrier shall provide to the Commission info
mation that demonstrates that the proposed rate equal
exceeds a price floor calculation for that service using 
imputation test described in subsection (C).

B. Pricing of Interconnection Services by Local Exchange Pr
viders.
1. Incumbent local exchange carriers shall establish 

price of each interconnection service, including access
databases and other network functions as described
R14-2-1306, at a level equivalent to its TSLRIC-derive
costs which may include an assignment of verifiable ind
rect costs or a 10% addition for indirect costs to the TS
RIC direct costs at the choice of the incumbent LEC.

2. Interim number portability shall be provided by th
incumbent local exchange carrier at a price equal 
TSLRIC. Any compensation which would otherwis
have been received had a local or EAS call to a forward
number been terminated directly to a customer’s chos
carrier, should be passed through from the carrier fro
whose network the forwarded number is assigned, to 
customer’s chosen carrier to whose network the numb
is forwarded.

C. Imputation
1. An incumbent local exchange carrier shall recover in t

retail price of each telecommunications service offer
by the company the TSLRIC of all nonessential, and t
imputed prices of all essential services, facilities, comp
nents, functions, or capabilities that are utilized to prov
sion such telecommunications service, whether su
service is offered pursuant to tariff or private contract.

2. Imputation requirements of this Section shall be appli
in a manner that will permit a carrier providing a servic
to a customer that is or that becomes eligible for univer
service support by order of the Commission to provid
such retail service at a price that is net of any Comm
sion-ordered universal service support funding, pursua
to the provisions of the Arizona Universal Service Fun
rules.

Historical Note
Adopted effective September 6, 1996, under an exemp-
tion as determined by the Arizona Corporation Commis-

sion (Supp. 96-3).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorne
General approval provisions of the Arizona Administrative Proce
dure Act (A.R.S. § 41-1041) by a court order (State of Arizona 
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (C
App. 1992)).
Supp. 99-2 Page 132 June 30, 1999
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R14-2-1311. Waivers
The Commission may consider variations or exemptions from the
terms or requirements of any of the rules included herein (14
A.A.C. 2, Article 13) upon application of an affected party. The
application must set forth the reasons why the public interest will be
served by the variation or exemption from the Commission rules.
Any variation or exemption granted shall require an order of the
Commission. Where a conflict exists between these rules and an
approved tariff or order of the Commission, the provision of the
approved tariff or order of the Commission shall apply.

Historical Note
Adopted effective September 6, 1996, under an exemp-
tion as determined by the Arizona Corporation Commis-

sion (Supp. 96-3).

ARTICLE 14. EMERGENCY EXPIRED

R14-2-1401. Emergency Expired

Historical Note
Emergency rule adopted effective December 22, 1995, 
effective for a maximum of 180 days, under a court-

ordered exemption as determined by the Arizona Corpo-
ration Commission (Supp. 95-4). Emergency expired.

R14-2-1402. Emergency Expired

Historical Note
Emergency rule adopted effective December 22, 1995, 
effective for a maximum of 180 days, under a court-

ordered exemption as determined by the Arizona Corpo-
ration Commission (Supp. 95-4). Emergency expired.

R14-2-1403. Emergency Expired

Historical Note
Emergency rule adopted effective December 22, 1995, 
effective for a maximum of 180 days, under a court-

ordered exemption as determined by the Arizona Corpo-
ration Commission (Supp. 95-4). Emergency expired.

R14-2-1404. Emergency Expired

Historical Note
Emergency rule adopted effective December 22, 1995, 
effective for a maximum of 180 days, under a court-

ordered exemption as determined by the Arizona Corpo-
ration Commission (Supp. 95-4). Emergency expired.

R14-2-1405. Emergency Expired

Historical Note
Emergency rule adopted effective December 22, 1995, 
effective for a maximum of 180 days, under a court-

ordered exemption as determined by the Arizona Corpo-
ration Commission (Supp. 95-4). Emergency expired.

R14-2-1406. Emergency Expired

Historical Note
Emergency rule adopted effective December 22, 1995, 
effective for a maximum of 180 days, under a court-

ordered exemption as determined by the Arizona Corpo-
ration Commission (Supp. 95-4). Emergency expired.

R14-2-1407. Emergency Expired

Historical Note
Emergency rule adopted effective December 22, 1995, 
effective for a maximum of 180 days, under a court-

ordered exemption as determined by the Arizona Corpo-
ration Commission (Supp. 95-4). Emergency expired.

R14-2-1408. Emergency Expired

Historical Note
Emergency rule adopted effective December 22, 1995, 
effective for a maximum of 180 days, under a court-

ordered exemption as determined by the Arizona Corpo-
ration Commission (Supp. 95-4). Emergency expired.

R14-2-1409. Emergency Expired

Historical Note
Emergency rule adopted effective December 22, 1995, 
effective for a maximum of 180 days, under a court-

ordered exemption as determined by the Arizona Corpo-
ration Commission (Supp. 95-4). Emergency expired. 

Editor’s Note: The Arizona Corporation Commission has
determined that the following Article is exempt from the Attorne
General approval provisions of the Arizona Administrative Proce
dure Act (A.R.S. § 41-1041) by a court order (State of Arizona 
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (C
App. 1992)).

ARTICLE 15. ARBITRATION AND MEDIATION

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorne
General approval provisions of the Arizona Administrative Proce
dure Act (A.R.S. § 41-1041) by a court order (State of Arizona 
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (C
App. 1992)).

R14-2-1501. Application of Rules
These rules govern procedures mandated by the Telecommunica-
tions Act of 1996, 47 U.S.C. 252, regarding the mediation, arbitra-
tion, review, and approval of interconnection agreements.

Historical Note
Emergency rule adopted effective July 23, 1996, effective 

for a maximum of 180 days, under a court-ordered 
exemption as determined by the Arizona Corporation 
Commission; filed with the Office of the Secretary of 
State July 15, 1996 (Supp. 96-3). Emergency expired. 
Emergency rule adopted again effective January 17, 

1997, for a maximum of 180 days, under a court-ordered 
exemption as determined by the Arizona Corporation 

Commission (Supp. 97-1). Emergency expired. New Sec-
tion adopted effective August 27, 1997, under an exemp-

tion as determined by the Arizona Corporation 
Commission (Supp. 97-3).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorne
General approval provisions of the Arizona Administrative Proce
dure Act (A.R.S. § 41-1041) by a court order (State of Arizona 
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (C
App. 1992)).

R14-2-1502. Definitions
A. “Arbitration” means an alternative dispute resolution proce

in which the Arizona Corporation Commission decides t
matter in dispute after the parties have had an opportunity
present their respective positions.

B. “Arizona Corporation Commission” or “Commission” mean
the regulatory agency of the state of Arizona that has jurisd
tion over public service corporations operating in Arizona.

C. “Duty to Negotiate in Good Faith” means that parties meet a
confer at reasonable times and places with minds open to 
suasion and with an eye toward reaching agreement on ma
tory subjects of bargaining.

D. “Interconnection Agreement” means a formal agreeme
between any telecommunications carriers providing or inten
June 30, 1999 Page 133 Supp. 99-2
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ing to provide telecommunications services in Arizona, setting
forth the particular terms and conditions under which intercon-
nection and resale services, as appropriate, will be provided.

E. “Mediation” means a voluntary alternative dispute resolution
process in which a neutral 3rd party assists the parties in reach-
ing their own settlement. The mediator does not have the
power to impose a resolution. The role of the mediator and the
goal of the process is to help the parties achieve their own res-
olution.

F. “Petition for arbitration” means the petition requesting arbitra-
tion of issues unresolved in the negotiation of an interconnec-
tion agreement.

G. “Petitioner” means the party to the negotiation that files the
petition for arbitration with the Commission.

H. “Request for negotiation” means a formal request made by any
telecommunications carrier providing or intending to provide
telecommunications services in Arizona to another telecom-
munications carrier to negotiate an interconnection agreement.

I. “Respondent” or “responding party” means the nonpetitioning
party to the request for arbitration.

Historical Note
Emergency rule adopted effective July 23, 1996, effective 

for a maximum of 180 days, under a court-ordered 
exemption as determined by the Arizona Corporation 
Commission; filed with the Office of the Secretary of 
State July 15, 1996 (Supp. 96-3). Emergency expired. 
Emergency rule adopted again effective January 17, 

1997, for a maximum of 180 days, under a court-ordered 
exemption as determined by the Arizona Corporation 

Commission (Supp. 97-1). Emergency expired. New Sec-
tion adopted effective August 27, 1997, under an exemp-

tion as determined by the Arizona Corporation 
Commission (Supp. 97-3).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State of Arizona v.
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (Ct.
App. 1992)).

R14-2-1503. Negotiation
A telecommunications carrier initiating a request to negotiate shall
notify the Commission when a request for negotiation has been
made pursuant to 47 U.S.C. 252. The notification shall include the
names of the negotiating parties and the date of the request. The
notification shall be served on all parties to the negotiation.

Historical Note
Emergency rule adopted effective July 23, 1996, effective 

for a maximum of 180 days, under a court-ordered 
exemption as determined by the Arizona Corporation 
Commission; filed with the Office of the Secretary of 
State July 15, 1996 (Supp. 96-3). Emergency expired. 
Emergency rule adopted again effective January 17, 

1997, for a maximum of 180 days, under a court-ordered 
exemption as determined by the Arizona Corporation 

Commission (Supp. 97-1). Emergency expired. New Sec-
tion adopted effective August 27, 1997, under an exemp-

tion as determined by the Arizona Corporation 
Commission (Supp. 97-3).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State of Arizona v.
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (Ct.
App. 1992)).

R14-2-1504. Mediation
A. Any party negotiating an agreement under 47 U.S.C. 252 may,

at any point in the negotiation, ask the Commission to partici-
pate in the negotiation and to mediate any differences arising
in the course of the negotiation.

B. If a party requests mediation by the Commission, a non-Hear-
ing Division employee of the Commission will be appointed to
act as mediator.

C. A request for mediation shall contain a brief statement of the
nature of the dispute and the names, addresses, and telephone
and telefax numbers of the parties or their representatives.
Copies of the request shall be served on all parties to the nego-
tiation.

D. The mediator shall have discretion to regulate the course of the
mediation, including scheduling of mediation sessions, in con-
sultation with the parties. The following general procedures
apply:
1. The mediator will not impose a settlement but can offer

proposals for settlement;
2. The mediator may meet individually with the parties or

attorneys during mediation;
3. Only the parties to the negotiation may attend the media-

tion session or sessions, unless all parties consent to the
presence of others;

4. Parties shall provide the mediator with a brief statement
of position and relevant background information prior to
the 1st mediation session. The mediator may ask for this
information to be supplemented;

5. The mediator will not provide legal advice to the parties,
nor will any mediator’s statements as to law or policy b
binding on the Commission, unless later adopted by 
Commission;

6. The mediation process is confidential, to the extent p
mitted by law. No stenographic record will be kept.

E. All parties participating in a requested Commission mediati
have a duty to negotiate in good faith. The mediator may t
minate the mediation if it appears that the likelihood of agre
ment is remote or if a party is not participating in good faith, 
for other good cause. Ordinarily, a mediation should not 
terminated prior to the completion of at least 1 mediation s
sion.

Historical Note
Emergency rule adopted effective July 23, 1996, effective 

for a maximum of 180 days, under a court-ordered 
exemption as determined by the Arizona Corporation 
Commission; filed with the Office of the Secretary of 
State July 15, 1996 (Supp. 96-3). Emergency expired. 
Emergency rule adopted again effective January 17, 

1997, for a maximum of 180 days, under a court-ordered 
exemption as determined by the Arizona Corporation 

Commission (Supp. 97-1). Emergency expired. New Sec-
tion adopted effective August 27, 1997, under an exemp-

tion as determined by the Arizona Corporation 
Commission (Supp. 97-3).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorne
General approval provisions of the Arizona Administrative Proce
dure Act (A.R.S. § 41-1041) by a court order (State of Arizona 
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (C
App. 1992)).

R14-2-1505. Arbitration
A. Filing and Service of a Petition for Arbitration.

1. During the period from the 135th to the 160th day (inclu-
sive) after the date on which an incumbent local exchange
carrier receives a request for negotiation under 47 U.S.C.
Supp. 99-2 Page 134 June 30, 1999
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252(b)(1), any party to the negotiation may petition the
Arizona Corporation Commission to arbitrate any open
issues. The petition shall request arbitration of all issues
which are unresolved at the time the petition is filed. Par-
ties may continue to negotiate or otherwise resolve the
disputed issues after arbitration is requested. The pen-
dency of a mediation shall not bar a party from petition-
ing the Commission for arbitration.

2. An original and 10 copies of a petition for arbitration
shall be filed with the Commission. The petitioner shall
deliver to the respondent a complete copy of the petition
and all accompanying documentation on the same day
that the petition is filed with the Commission.

B. Contents of Petition and Documentation.
1. A petition for arbitration shall clearly set forth the date

upon which the original request for negotiation was
received and the dates 135 days, 160 days, and 9 months
thereafter.

2. A petition for arbitration shall be accompanied by all rel-
evant documentation concerning the unresolved issues,
the position of each of the parties with respect to those
issues, and any other issue discussed and resolved by the
parties. Relevant documentation includes, but is not lim-
ited to, the following:
a. A brief or other written statement addressing the dis-

puted issues. The brief should address, in addition to
any other matters, how the parties’ positions and any
conditions requested meet or fail to meet the require-
ments of 47 U.S.C. 251; any applicable Federal
Communication Commission regulations; and any
applicable regulation, order, or policy of this Com-
mission.

b. Where prices are in dispute, the petitioner shall sub-
mit its proposed rates or charges and related support-
ing materials.

c. Any conditions which petitioner requests be
imposed.

d. A proposed schedule for implementation of the
terms and conditions of the agreement.

e. The petition may include a recommendation as to
any information which should be requested from the
parties by the arbitrator pursuant to 47 U.S.C.
252(b)(4)(B). The recommendation should state
why the information is necessary for the arbitrator to
reach a decision on the unresolved issues.

f. A proposed interconnection agreement.
g. Any other documents relevant to the dispute, includ-

ing copies of all documents in their possession or
control on which they rely in support of their posi-
tions or which they intend to present at the arbitra-
tion.

C. Opportunity to Respond. The respondent may respond to the
petition for arbitration within 25 days of the filing of the peti-
tion. The respondent shall respond to all the specific issues
raised in the petition for arbitration.

D. Confidentiality. Petitions, responses, accompanying material,
and any documents provided to the Commission pursuant to a
request under 47 U.S.C. 252(b)(4)(B) may be subject to the
Arizona public disclosure law. However, a petition or response
may include a request for issuance of a protective order.

E. Discovery.
1. Parties must cooperate in good faith in the voluntary,

prompt, and informal exchange of all documents and
other information relevant to the disputed issues, subject
to claims of privilege or confidentiality. Parties must
exchange copies of all documents relevant to the dispute,

including those on which they rely in support of the
position or which they intend to present at the arbitratio

2. At the time of filing of a petition for arbitration, or a
response, the petitioner may file discovery requests 
the responding party, with an information copy provide
to the arbitrator. 

3. Discovery requests not responded to may be submitte
the arbitrator, with a request that the arbitrator order t
discovery, pursuant to 47 U.S.C. 252(b)(4)(B). Th
request should include an explanation of why the info
mation is necessary to reach a decision on the unresol
issues.

4. Failure to cooperate in discovery may be considered a
failure to negotiate in good faith.

F. Appointment and Authority of Arbitrator. 
1. Arbitrations will be conducted by Commission Hearin

Officers. 
2. The arbitrator will exercise all authority necessary to co

duct the arbitration, subject to the provisions of the
rules. 

3. The arbitrator may, in the arbitrator’s discretion and 
the extent practical, consolidate proceedings under 
U.S.C. 252 in order to reduce administrative burdens 
telecommunications carriers, other parties to the proce
ings, and the Commission.

4. The arbitrator may request the assistance of member
the Commission staff in reviewing the petition an
accompanying materials, to the extent such staff me
bers have not acted as mediator with respect to the sa
interconnection agreement between the same parties.

5. The arbitrator will be authorized to recommend to th
Commission a resolution of the disputed issues and a
appropriate conditions to be imposed in the form of
Recommended Opinion and Order. The Commission w
issue a final decision not later than 9 months after the d
on which the local exchange carrier received the requ
to negotiate.

G. Arbitration Proceeding. Arbitration allows an opportunity fo
parties to present their positions. However, arbitration does 
require sworn testimony or cross-examination of witness
Arbitration proceedings will be conducted pursuant to proc
dures established by the Hearing Officer.

H. Fees and Costs. Each party shall be responsible for bearin
own fees and costs. 

I. Any person wishing to comment on the Recommended Op
ion and Order may do so by filing written comments with th
Commission prior to the Commission’s final decision.

Historical Note
Emergency rule adopted effective July 23, 1996, effective 

for a maximum of 180 days, under a court-ordered 
exemption as determined by the Arizona Corporation 
Commission; filed with the Office of the Secretary of 
State July 15, 1996 (Supp. 96-3). Emergency expired. 
Emergency rule adopted again effective January 17, 

1997, for a maximum of 180 days, under a court-ordered 
exemption as determined by the Arizona Corporation 

Commission (Supp. 97-1). Emergency expired. New Sec-
tion adopted effective August 27, 1997, under an exemp-

tion as determined by the Arizona Corporation 
Commission (Supp. 97-3).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorne
General approval provisions of the Arizona Administrative Proce
dure Act (A.R.S. § 41-1041) by a court order (State of Arizona 
June 30, 1999 Page 135 Supp. 99-2
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Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (Ct.
App. 1992)).

R14-2-1506. Filing and Service of Request for Approval of
Interconnection Agreement
A. An interconnection agreement shall be submitted to the Com-

mission for approval under 47 U.S.C. 252(e) within 30 calen-
dar days of the issuance of the Commission’s final decision on
the petition for arbitration, in the case of arbitrated agree-
ments, or, in the case of negotiated agreements, within 30 cal-
endar days of the execution of the agreement. The 30-day
deadline may be extended by the Commission for good cause.

B. An original and 10 copies of requests for approval shall be
filed with the Docket Control section of the Commission. Any
party to the agreement may submit a request for approval.
Unless filed jointly by all parties, the request for approval and
any accompanying materials should be served on the other sig-
natories on the day of the filing.

C. A request for approval shall include the documentation set out
in this subsection. The materials can be filed jointly or sepa-
rately by the parties to the agreement but should all be filed by
the 30-day deadline set out in subsection (A).
1. Negotiated Agreements. The following documentation

must be filed: 
a. A complete copy of the signed agreement, including

any attachments or appendices.
b. A brief or memorandum summarizing the main pro-

visions of the agreement, setting forth the party’s
position as to why the agreement should be adopted,
including a statement as to why the agreement does
not discriminate against nonparty telecommunica-
tions carriers, is consistent with the public interest,
convenience, and necessity, and is consistent with
applicable state law requirements.

2. Arbitrated Agreements. The following documentation
must be filed:
a. A complete copy of the signed agreement, including

any attachments or appendices.
b. A brief or memorandum summarizing the main pro-

visions of the agreement, setting forth the party’s
position as to why the agreement should or should
not be adopted, in whole or in part, and a statement
explaining how the agreement, in whole or in part,
meets or does not meet each of the applicable spe-
cific requirements of 47 U.S.C. 251, including any
applicable Federal Communications Commission
regulations.

c. Complete and specific information to enable the
Commission to make the determinations required by
47 U.S.C. 252(d).

d. A party may file a statement with the signed inter-
connection agreement, indicating that it has exe-
cuted the agreement under protest and does not
waive its right to appeal specified provisions of the
agreement that were mandated by Order of the Com-
mission.

3. Combination Agreements (Arbitrated/Negotiated). Any
agreement containing both arbitrated and negotiated pro-
visions shall include the foregoing materials as appropri-
ate, depending on whether a provision is negotiated or
arbitrated. The memorandum should clearly identify
which provisions were negotiated and which were arbi-
trated.

D. Any filing not containing the required materials will be
rejected and must be refiled when complete. The statutory
timelines will not begin to run until a request has been prop-
erly filed.

E. Agreements containing both arbitrated and negotiated pro
sions will be subject to the 30-day deadline specified in 
U.S.C. 252(e)(4).

Historical Note
Emergency rule adopted effective July 23, 1996, effective 

for a maximum of 180 days, under a court-ordered 
exemption as determined by the Arizona Corporation 
Commission; filed with the Office of the Secretary of 
State July 15, 1996 (Supp. 96-3). Emergency expired. 
Emergency rule adopted again effective January 17, 

1997, for a maximum of 180 days, under a court-ordered 
exemption as determined by the Arizona Corporation 

Commission (Supp. 97-1). Emergency expired. New Sec-
tion adopted effective August 27, 1997, under an exemp-

tion as determined by the Arizona Corporation 
Commission (Supp. 97-3).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorne
General approval provisions of the Arizona Administrative Proce
dure Act (A.R.S. § 41-1041) by a court order (State of Arizona 
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (C
App. 1992)).

R14-2-1507. Approval Procedure
A. Unless otherwise ordered by the Commission, a hearing will

not be held for a request for approval of an interconnection
agreement.

B. The Commission will enter an order approving or rejecting the
interconnection agreement within 30 days of request for
approval of arbitrated agreements and agreements containing
both arbitrated and negotiated provisions, or within 90 days of
request for approval of negotiated agreements, with written
findings as to any deficiencies.

Historical Note
Emergency rule adopted effective July 23, 1996, effective 

for a maximum of 180 days, under a court-ordered 
exemption as determined by the Arizona Corporation 
Commission; filed with the Office of the Secretary of 
State July 15, 1996 (Supp. 96-3). Emergency expired. 
Emergency rule adopted again effective January 17, 

1997, for a maximum of 180 days, under a court-ordered 
exemption as determined by the Arizona Corporation 

Commission (Supp. 97-1). Emergency expired. New Sec-
tion adopted effective August 27, 1997, under an exemp-

tion as determined by the Arizona Corporation 
Commission (Supp. 97-3).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorne
General approval provisions of the Arizona Administrative Proce
dure Act (A.R.S. § 41-1041) by a court order (State of Arizona 
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (C
App. 1992)).

R14-2-1508. Amendments
Any amendments to an interconnection agreement shall be filed
with the Commission and, if not rejected by the Commission within
30 days of filing, such amended agreements will become effective.

1. For negotiated amendments, including amendments
resolved by Commission or private mediation, Commis-
sion rejection shall be limited to discrimination against
nonparty telecommunications carriers, lack of consis-
tency with the public interest, convenience, and neces-
sity, or lack of consistency with applicable state law
requirements.

2. For amendments resolved through arbitration, whether by
the Commission or private arbitrator, Commission rejec-
Supp. 99-2 Page 136 June 30, 1999
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tion shall be limited to failure to meet any of the applica-
ble specific requirements of 47 U.S.C. 251, including any
applicable Federal Communications Commission regula-
tions.

Historical Note
Adopted effective August 27, 1997, under an exemption 
as determined by the Arizona Corporation Commission 

(Supp. 97-3).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State of Arizona v.
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (Ct.
App. 1992)).

R14-2-1509. Replacement or Subsequent Interconnection
Agreements
Replacement or subsequent interconnection agreements are subject
to the provisions of this Article.

Historical Note
Adopted effective August 27, 1997, under an exemption 
as determined by the Arizona Corporation Commission 

(Supp. 97-3).

ARTICLE 16. RETAIL ELECTRIC COMPETITION 

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State of Arizona v.
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (Ct.
App. 1992)).

R14-2-1601. Definitions
In this Article, unless the context otherwise requires:

1. “Affected Utilities” means the following public service
corporations providing electric service:

Tucson Electric Power Company, Arizona Public
Service Company, Citizens Utilities Company, Ari-
zona Electric Power Cooperative, Trico Electric
Cooperative, Duncan Valley Electric Cooperative,
Graham County Electric Cooperative, Mohave Elec-
tric Cooperative, Sulphur Springs Valley Electric
Cooperative, Navopache Electric Cooperative, Ajo
Improvement Company, and Morenci Water and
Electric Company.

2. “Aggregator” means an Electric Service Provider that
combines retail electric customers into a purchasing
group.

3. “Bundled Service” means electric service provided as a
package to the consumer including all generation, trans-
mission, distribution, ancillary and other services neces-
sary to deliver and measure useful electric energy and
power to consumers.

4. “Buy-through” refers to a purchase of electricity by a
Load-Serving Entity at wholesale for a particular retail
consumer or aggregate of consumers or at the direction of
a particular retail consumer or aggregate of consumers. 

5. “Competition Transition Charge” (CTC) is a means of
recovering Stranded Costs from the customers of compet-
itive services.

6. “Competitive Services” means all aspects of retail elec-
tric service except those services specifically defined as
“noncompetitive services” pursuant to R14-2-1601(29).

7. “Control Area Operator” is the operator of an electric sys-
tem or systems, bounded by interconnection metering and
telemetry, capable of controlling generation to maintain

its interchange schedule with other such systems and c
tributing to frequency regulation of the interconnection.

8. “Consumer Information” is impartial information pro-
vided to consumers about competition or competitive a
noncompetitive services and is distinct from advertisin
and marketing.

9. “Current Transformer” (CT) is an electrical device use
in conjunction with an electric meter to provide a me
surement of energy consumption for metering purpose

10. “Direct Access Service Request” (DASR) means a fo
that contains all necessary billing and metering inform
tion to allow customers to switch electric service provid
ers. This form must be submitted to the Utility
Distribution Company by the customer’s Electric Servic
Provider or the customer.

11. “Delinquent Accounts” means customer accounts w
outstanding past-due payment obligations that rema
unpaid after the due date.

12. “Distribution Primary Voltage” is voltage as defined
under the Affected Utility’s Federal Energy Regulator
Commission (FERC) Open Access Transmission Tari
except for Meter Service Providers, for which Distribu
tion Primary Voltage is voltage at or above 600 vol
(600V) through and including 25 kilovolts (25 kV).

13. “Distribution Service” means the delivery of electricity t
a retail consumer through wires, transformers, and oth
devices that are not classified as transmission servi
subject to the jurisdiction of the Federal Energy Regu
tory Commission; Distribution Service excludes Mete
ing Services, Meter Reading Services, and billing a
collection services, as those terms are used herein.

14. “Electronic Data Interchange” (EDI) is the computer-to
computer electronic exchange of business docume
using standard formats which are recognized both natio
ally and internationally.

15. “Electric Service Provider” (ESP) means a company su
plying, marketing, or brokering at retail any of the com
petitive services described in R14-2-1605 or R14-2-160
pursuant to a Certificate of Convenience and Necessity

16. “Electric Service Provider Service Acquisition Agree
ment” or “Service Acquisition Agreement” means a con
tract between an Electric Service Provider and a Utili
Distribution Company to deliver power to retail end use
or between an Electric Service Provider and a Schedul
Coordinator to schedule transmission service.

17. “Generation” means the production of electric power 
contract rights to the receipt of wholesale electric powe

18. “Green Pricing” means a program offered by an Elect
Service Provider where customers elect to pay a rate p
mium for solar-generated electricity.

19. “Independent Scheduling Administrator” (ISA) is a pro
posed entity, independent of transmission-owning orga
zations, intended to facilitate nondiscriminatory reta
direct access using the transmission system in Arizona

20. “Independent System Operator” (ISO) is an independ
organization whose objective is to provide nondiscrim
natory and open transmission access to the interconne
transmission grid under its jurisdiction, in accordanc
with the Federal Energy Regulatory Commission princ
ples of independent system operation.

21. “Load Profiling” is a process of estimating a customer
hourly energy consumption based on measurements
similar customers.

22. “Load-Serving Entity” means an Electric Service Pr
vider, Affected Utility, or Utility Distribution Company,
June 30, 1999 Page 137 Supp. 99-2
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excluding a Meter Service Provider, Meter Reading Ser-
vice Provider, or Aggregators.

23. “Meter Reading Service” means all functions related to
the collection and storage of consumption data.

24. “Meter Reading Service Provider” (MRSP) means an
entity providing Meter Reading Service, as that term is
defined herein and that reads meters, performs validation,
editing, and estimation on raw meter data to create bill-
ing-ready meter data; translates billing-ready data to an
approved format; posts this data to a server for retrieval
by billing agents; manages the server; exchanges data
with market participants; and stores meter data for prob-
lem resolution.

25. “Meter Service Provider” (MSP) means an entity provid-
ing Metering Service, as that term is defined herein.

26. “Metering and Metering Service” means all functions
related to measuring electricity consumption.

27. “Must-Run Generating Units” are those units that are
required to run to maintain distribution system reliability
and meet load requirements in times of congestion on cer-
tain portions of the interconnected transmission grid.

28. “Net Metering” or “Net Billing” is a method by which
customers can use electricity from customer-sited solar
electric generators to offset electricity purchased from an
Electric Service Provider. The customer only pays for the
“Net” electricity purchased.

29. “Noncompetitive Services” means distribution service,
Standard Offer service, transmission, and Federal Energy
Regulatory Commission-required ancillary services, and
those aspects of metering service set forth in R14-2-
1613(K). All components of Standard Offer service shall
be deemed noncompetitive as long as those components
are provided in a bundled transaction pursuant to R14-2-
1606(A).

30. “OASIS” is Open Access Same-Time Information Sys-
tem, which is an electronic bulletin board where trans-
mission-related information is posted for all interested
parties to access via the Internet to enable parties to
engage in transmission transactions.

31. “Operating Reserve” means the generation capability
above firm system demand used to provide for regulation,
load forecasting error, equipment forced and scheduled
outages, and local area protection to provide system reli-
ability.

32. “Potential Transformer” (PT) is an electrical device used
to step down primary voltages to 120V for metering pur-
poses.

33. “Provider of Last Resort” means a provider of Standard
Offer Service to customers within the provider’s certifi-
cated area who are not buying competitive services.

34. “Retail Electric Customer” means the person or entity in
whose name service is rendered.

35. “Scheduling Coordinator” means an entity that provides
schedules for power transactions over transmission or
distribution systems to the party responsible for the oper-
ation and control of the transmission grid, such as a Con-
trol Area Operator, Independent Scheduling Adminis-
trator, or Independent System Operator.

36. “Self-Aggregation” is the action of a retail electric cus-
tomer that combines its own metered loads into a single
purchase block.

37. “Solar Electric Fund” is the funding mechanism estab-
lished by this Article through which deficiency payments
are collected and solar energy projects are funded in
accordance with this Article.

38. “Standard Offer” means Bundled Service offered by t
Affected Utility or Utility Distribution Company to all
consumers in the Affected Utility’s or Utility Distribution
Company’s service territory at regulated rates includin
metering, meter reading, billing, collection services, an
other consumer information services.

39. “Stranded Cost” includes:
a. The verifiable net difference between:

i. The value of all the prudent jurisdictional asse
and obligations necessary to furnish electricit
(such as generating plants, purchased pow
contracts, fuel contracts, and regulatory asset
acquired or entered into prior to December 2
1996, under traditional regulation of Affected
Utilities; and 

ii. The market value of those assets and oblig
tions directly attributable to the introduction o
competition under this Article;

b. Reasonable costs necessarily incurred by 
Affected Utility to effectuate divestiture of its gener
ation assets;

c. Reasonable employee severance and retraining c
necessitated by electric competition, where not ot
erwise provided.

40. “System Benefits” means Commission-approved utili
low income, demand side management, market transf
mation, environmental, renewables, long-term pub
benefit research and development, and nuclear fuel d
posal and nuclear power plant decommissioning pr
grams.

41. “Transmission Primary Voltage” is voltage above 25 k
as it relates to metering transformers.

42. “Transmission Service” refers to the transmission of ele
tricity to retail electric customers or to electric distribu
tion facilities and that is so classified by the Feder
Energy Regulatory Commission or, to the extent perm
ted by law, so classified by the Arizona Corporatio
Commission.

43. “Unbundled Service” means electric service elemen
provided and priced separately, including, but not limite
to, such service elements as generation, transmission, 
tribution, metering, meter reading, billing and collection
and ancillary services. Unbundled Service may be sold
consumers or to other Electric Service Providers.

44. “Utility Distribution Company” (UDC) means the elec
tric utility entity that constructs and maintains the distr
bution system for the delivery of power to the end user.

45. “Utility Industry Group” (UIG) refers to a utility industry
association that establishes national standards for d
formats.

46. “Universal Node Identifier” is a unique, permanent, ide
tification number assigned to each service delivery poin

Historical Note
Adopted effective December 26, 1996, under an exemp-
tion as determined by the Arizona Corporation Commis-

sion (Supp. 96-4). Amended by an emergency action 
effective August 10, 1998, pursuant to A.R.S. § 41-1026, 
in effect for a maximum of 180 days (Supp. 98-3). Emer-
gency amendment replaced by exempt permanent amend-

ment effective December 31, 1998 (Supp. 98-4).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorne
General approval provisions of the Arizona Administrative Proce
dure Act (A.R.S. § 41-1041) by a court order (State of Arizona 
Supp. 99-2 Page 138 June 30, 1999
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Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (Ct.
App. 1992)).

R14-2-1602. Filing of Tariffs by Affected Utilities
Each Affected Utility shall file tariffs consistent with this Article by
December 31, 1997. 

Historical Note
Adopted effective December 26, 1996, under an exemp-
tion as determined by the Arizona Corporation Commis-

sion (Supp. 96-4).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State of Arizona v.
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (Ct.
App. 1992)).

R14-2-1603. Certificates of Convenience and Necessity
A. Any Electric Service Provider intending to supply services

described in R14-2-1605 or R14-2-1606, other than services
subject to federal jurisdiction, shall obtain a Certificate of
Convenience and Necessity from the Commission pursuant to
this Article. A Certificate is not required to offer information
services, billing and collection services, or self-aggregation.
However, aggregators as defined in R14-2-1601 are required
to obtain a Certificate of Convenience and Necessity and Self-
Aggregators are required to negotiate a Service Acquisition
Agreement consistent with subsection (G)(6). An Affected
Utility need not apply for a Certificate of Convenience and
Necessity to continue to provide electric service in its service
area during the transition period set forth in R14-2-1604. An
Affected Utility providing distribution and Standard Offer ser-
vice after January 1, 2001, need not apply for a Certificate of
Convenience and Necessity. All other Affected Utility affili-
ates created in compliance with R14-2-1616(A) shall be
required to apply for appropriate Certificates of Convenience
and Necessity.

B. Any company desiring such a Certificate of Convenience and
Necessity shall file with the Docket Control Center the
required number of copies of an application. In support of the
request for a Certificate of Convenience and Necessity, the
following information must be provided:
1. A description of the electric services which the applicant

intends to offer;
2. The proper name and correct address of the applicant, and

a. The full name of the owner if a sole proprietorship,
b. The full name of each partner if a partnership,
c. A full list of officers and directors if a corporation,

or
d. A full list of the members if a limited liability corpo-

ration;
3. A tariff for each service to be provided that states the

maximum rate and terms and conditions that will apply to
the provision of the service;

4. A description of the applicant’s technical ability to obtain
and deliver electricity if appropriate and provide any
other proposed services;

5. Documentation of the financial capability of the applicant
to provide the proposed services, including the most
recent income statement and balance sheet, the most
recent projected income statement, and other pertinent
financial information. Audited information shall be pro-
vided if available;

6. A description of the form of ownership (for example,
partnership, corporation);

7. Such other information as the Commission or the staff
may request.

C. The applicant shall report in a timely manner during the app
cation process any change in the information initially report
to the Commission in the application for a Certificate of Co
venience and Necessity.

D. The applicant shall provide public notice of the application 
required by the Commission.

E. At the time of filing for a Certificate of Convenience an
Necessity, each applicant shall notify the Affected Utilitie
Utility Distribution Companies, or an electric utility not sub
ject to the jurisdiction of the Arizona Corporation Commissio
in whose service territories it wishes to offer service of t
application by serving notification of the application on th
Affected Utilities, Utility Distribution Companies, or an elec
tric utility not subject to the jurisdiction of the Arizona Corpo
ration Commission. Prior to Commission action, eac
applicant shall provide written notice to the Commission tha
has provided notification to each of the respective Affect
Utilities, Utility Distribution Companies, or an electric utility
not subject to the jurisdiction of the Arizona Corporatio
Commission.

F. The Commission may issue a Certificate of Convenience a
Necessity that is effective for a specified period of time if th
applicant has limited or no experience in providing the ret
electric service that is being requested. An applicant receiv
such approval shall have the responsibility to apply for app
priate extensions.

G. The Commission may deny certification to any applicant wh
1. Does not provide the information required by this Article
2. Does not possess adequate technical or financial capa

ties to provide the proposed services;
3. Does not have Electric Service Provider Service Acqui

tion Agreement with a Utility Distribution Company and
Scheduling Coordinator, if the applicant is not its ow
Scheduling Coordinator;

4. Fails to provide a performance bond, if required;
5. Fails to demonstrate that its certification will serve th

public interest;
6. Fails to submit an executed Service Acquisition Agre

ment with a Utility Distribution Company or a Schedul
ing Coordinator for approval by the Director, Utilities
Division, prior to the offering of service to potential cus
tomers.

H. A Request for approval of an executed Service Acquisiti
Agreement may be included with an application for a Certi
cate of Convenience and Necessity. In all negotiations rela
to service acquisition agreements, Affected Utilities or the
successor entities are required to negotiate in good faith.

I. Every Electric Service Provider obtaining a Certificate of Co
venience and Necessity under this Article shall obtain cert
cation subject to the following conditions:
1. The Electric Service Provider shall comply with all Com

mission rules, orders, and other requirements relevan
the provision of electric service and relevant to resour
planning;

2. The Electric Service Provider shall maintain accounts a
records as required by the Commission;

3. The Electric Service Provider shall file with the Directo
Utilities Division, all financial and other reports that th
Commission may require and in a form and at such tim
as the Commission may designate;

4. The Electric Service Provider shall maintain on file wit
the Commission all current tariffs and any service sta
dards that the Commission shall require;

5. The Electric Service Provider shall cooperate with a
Commission investigation of customer complaints;
June 30, 1999 Page 139 Supp. 99-2
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6. The Electric Service Provider shall obtain all necessary
permits and licenses, including relevant tax licenses.

7. The Electric Service Provider shall comply with all dis-
closure requirements pursuant to R14-2-1618;

8. Failure to comply with any of the above conditions may
result in recision of the Electric Service Provider’s Certif-
icate of Convenience and Necessity.

J. In appropriate circumstances, the Commission may require, as
a precondition to certification, the procurement of a perfor-
mance bond sufficient to cover any advances or deposits the
applicant may collect from its customers, or order that such
advances or deposits be held in escrow or trust.

K. Time-frames for processing applications for Certificates of
Convenience and Necessity
1. This rule prescribes time-frames for the processing of any

application for a Certificate of Convenience and Neces-
sity issued by the Arizona Corporation Commission pur-
suant to this Article. These time-frames shall apply to
applications filed on or after the effective date of this
rule.

2. Within 120 calendar days after receipt of an application
for a new Certificate of Convenience and Necessity, or to
amend or change the status of any existing Certificate of
Convenience and Necessity, staff shall notify the appli-
cant, in writing, that the application is either administra-
tively complete or deficient. If the application is
deficient, the notice shall specify all deficiencies.

3. Staff may terminate an application if the applicant does
not remedy all deficiencies within 60 calendar days of the
notice of deficiency.

4. After receipt of a corrected application, staff shall notify
the applicant within 30 calendar days if the corrected
application is either administratively complete or defi-
cient. The time-frame for administrative completeness
review shall be suspended from the time the notice of
deficiency is issued until staff determines that the appli-
cation is complete.

5. Within 180 calendar days after an application is deemed
administratively complete, the Commission shall approve
or reject the application.

6. For purposes of A.R.S. § 41-1072, et seq., the Commis-
sion has established the following time-frames:
a. Administrative completeness review time-frame:

120 calendar days,
b. Substantive review

time-frame: 180 calendar days,
c. Overall time-frame: 300 calendar days.

7. If an applicant requests, and is granted, an extension or
continuance, the appropriate time-frames shall be tolled
from the date of the request during the duration of the
extension or continuance.

8. During the substantive review time-frame, the Commis-
sion may, upon its own motion or that of any interested
party to the proceeding, request a suspension of the time-
frame rules.

Historical Note
Adopted effective December 26, 1996, under an exemp-
tion as determined by the Arizona Corporation Commis-

sion (Supp. 96-4). Amended by an emergency action 
effective August 10, 1998, pursuant to A.R.S. § 41-1026, 
in effect for a maximum of 180 days (Supp. 98-3). Emer-
gency amendment replaced by exempt permanent amend-

ment effective December 31, 1998 (Supp. 98-4). 
Amended effective December 31, 1998, under an exemp-
tion as determined by the Arizona Corporation Commis-

sion (Supp. 98-4).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorne
General approval provisions of the Arizona Administrative Proce
dure Act (A.R.S. § 41-1041) by a court order (State of Arizona 
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (C
App. 1992)).

R14-2-1604. Competitive Phases
A. Each Affected Utility shall make available at least 20% of its

1995 system retail peak demand for competitive generation
supply on a first-come, first-served basis as further described
in this rule. First-come, first-served, for the purpose of this
rule, shall be determined for nonresidential customers by the
date and time of an Electric Service Provider’s filing of 
Direct Access Service Request with the Affected Utility o
Utility Distribution Company. The effective date of the Direc
Access Service Request must be within 180 days of the fil
date of the Direct Access Service Request. Residential c
tomer selection will be determined under approved residen
phase-in programs as specified in subsection (B)(4).
1. All Affected Utility customers with noncoincident peak

demand load of 1 MW or greater will be eligible for com
petitive electric services no later than January 1, 199
Customers meeting this requirement shall be eligible 
competitive services until at least 20% of the Affecte
Utility’s 1995 system peak demand is served by compe
tion.

2. During 1999 and 2000, an Affected Utility’s custome
with single premise noncoincident peak load demands
40 kW or greater aggregated into a combined load o
MW or greater within the Affected Utility’s service terri-
tory will be eligible for competitive electric services
Self-aggregation is also allowed pursuant to the minimu
and combined load demands set forth in this rule. If pe
load data are not available, the 40 kW criterion shall 
determined to be met if the customer’s usage excee
16,500 kWh in any month within the last 12 consecutiv
months. From January 1, 1999, through December 
2000, aggregation of new competitive customers will b
allowed until such time as at least 20% of the Affecte
Utility’s 1995 system peak demand is served by compe
tors. At that point all additional aggregated custome
must wait until January 1, 2001, to obtain competitiv
service.

3. Affected Utilities shall notify customers eligible unde
this subsection of the terms of the subsection no later th
October 31, 1998.

B. As part of the minimum 20% of 1995 system peak demand
forth in subsection (A), each Affected Utility shall reserve 
residential phase-in program with the following components
1. A minimum of 1¼ % of residential customers as of Jan

ary 1, 1999, will have access to competitive electric s
vices on January 1, 1999. The number of custom
eligible for the residential phase-in program sha
increase by an additional 1¼ % every quarter until Jan
ary 1, 2001.

2. Access to the residential phase-in program will be on
first-come, first-served basis. The Affected Utility sha
create and maintain a waiting list to manage the resid
tial phase-in program.

3. Residential customers participating in the resident
phase-in program shall be permitted to use load profili
to satisfy the requirements for hourly consumption da
however, they may choose other metering options offer
by their Electric Service Provider consistent with th
Commission's rules on metering.
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4. Each Affected Utility shall file a residential phase-in pro-
gram proposal to the Commission for approval by Direc-
tor, Utilities Division, by September 15, 1998. Interested
parties will have until September 29, 1998, to comment
on any proposal. At a minimum, the residential phase-in
program proposal will include specifics concerning the
Affected Utility’s proposed:
a. Process for customer notification of residential

phase-in program;
b. Selection and tracking mechanism for customers

based on first-come, first-served method;
c. Customer notification process and other education

and information services to be offered;
d. Load Profiling methodology and actual load pro-

files, if available; and
e. Method for calculation of reserved load.

5. Each Affected Utility shall file quarterly residential
phase-in program reports within 45 days of the end of
each quarter. The 1st such report shall be due within 45
days of the quarter ending March 31, 1999. The final
report due under this rule shall be due within 45 days of
the quarter ending December 31, 2002. As a minimum,
these quarterly reports shall include:
a. The number of customers and the load currently

enrolled in residential phase-in program by energy
service provider,

b. The number of customers currently on the waiting
list,

c. A description and examples of all customer educa-
tion programs and other information services includ-
ing the goals of the education program and a
discussion of the effectiveness of the programs, and

d. An overview of comments and survey results from
participating residential customers.

C. Each Affected Utility shall file a report by September 15,
1998, detailing possible mechanisms to provide benefits, such
as rate reductions of 3% - 5%, to all Standard Offer customers.

D. All customers shall be eligible to obtain competitive electric
services no later than January 1, 2001, at which time all cus-
tomers shall be permitted to aggregate, including aggregation
across service territories.

E. Subject to the minimum 20% limitation described in subsec-
tion (A) of this Section, all customers who produce or pur-
chase at least 10% of their annual electricity consumption
from photovoltaic or solar thermal electric resources installed
in Arizona after January 1, 1997, shall be selected for partici-
pation in the competitive market if those customers apply for
participation in the competitive market.

F. Retail consumers served under existing contracts are eligible
to participate in the competitive market prior to expiration of
the existing contract only if the Affected Utility and the con-
sumer agree that the retail consumer may participate in the
competitive market.

G. A Load-Serving Entity may, beginning January 1, 1999,
engage in buy-throughs with individual or aggregated consum-
ers. Any buy-through contract shall ensure that the consumer
pays all non-bypassable charges that would otherwise apply.
Any contract for a buy-through effective prior to January 1,
1999, must be approved by the Commission.

H. Schedule Modifications for Cooperatives
1. An electric cooperative may request that the Commission

modify the schedule described in subsection (A) through
(E) so as to preserve the tax-exempt status of the coopera-
tive or to allow time to modify contractual arrangements
pertaining to delivery of power supplies and associated
loans.

2. As part of the request, the cooperative shall propo
methods to enhance consumer choice among genera
resources.

3. The Commission shall consider whether the benefits
modifying the schedule exceed the costs of modifying t
schedule.

Historical Note
Adopted effective December 26, 1996, under an exemp-
tion as determined by the Arizona Corporation Commis-

sion (Supp. 96-4). Amended by an emergency action 
effective August 10, 1998, pursuant to A.R.S. § 41-1026, 
in effect for a maximum of 180 days (Supp. 98-3). Emer-
gency amendment replaced by exempt permanent amend-

ment effective December 31, 1998 (Supp. 98-4).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorne
General approval provisions of the Arizona Administrative Proce
dure Act (A.R.S. § 41-1041) by a court order (State of Arizona 
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (C
App. 1992)).

R14-2-1605. Competitive Services
A properly certificated Electric Service Provider may offer any of
the following services under bilateral or multilateral contracts with
retail consumers:

1. Generation of electricity from generators at any location
whether owned by the Electric Service Provider or pur-
chased from another generator or wholesaler of electric
generation.

2. Any service described in R14-2-1606, except Noncom-
petitive services as defined by R14-2-1601(29) or Non-
competitive services as defined by the Federal Energy
Regulatory Commission. Billing and collection services,
information services, and self-aggregation services do not
require a Certificate of Convenience and Necessity.
Aggregation of retail electric customers into a purchasing
group is considered to be a competitive service.

Historical Note
Adopted effective December 26, 1996, under an exemp-
tion as determined by the Arizona Corporation Commis-

sion (Supp. 96-4). Amended by an emergency action 
effective August 10, 1998, pursuant to A.R.S. § 41-1026, 
in effect for a maximum of 180 days (Supp. 98-3). Emer-
gency amendment replaced by exempt permanent amend-

ment effective December 31, 1998 (Supp. 98-4). 

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorne
General approval provisions of the Arizona Administrative Proce
dure Act (A.R.S. § 41-1041) by a court order (State of Arizona 
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (C
App. 1992)).

R14-2-1606. Services Required to be Made Available
A. Each Affected Utility shall make available to all consumers in

its service area, as defined on the date indicated in R14-2-
1602, Standard Offer bundled generation, transmission, ancil-
lary, distribution, and other necessary services at regulated
rates. After January 1, 2001, Standard Offer service shall be
provided by Utility Distribution Companies who shall also act
as Providers of Last Resort.

B. After January 1, 2001, power purchased by a Utility Distribu-
tion Company to serve Standard Offer customers, except pur-
chases made through spot markets, shall be acquired through
competitive bid. Any resulting contract in excess of 12 months
shall contain provisions allowing the Utility Distribution Com-
pany to ratchet down its power purchases. A Utility Distribu-
June 30, 1999 Page 141 Supp. 99-2
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tion Company may request that the Commission modify any
provision of this subsection for good cause.

C. Standard Offer Tariffs
1. By the date indicated in R14-2-1602, each Affected Util-

ity may file proposed tariffs to provide Standard Offer
Bundled Service and such rates shall not become effec-
tive until approved by the Commission. If no such tariffs
are filed, rates and services in existence as of the date in
R14-2-1602 shall constitute the Standard Offer.

2. Affected Utilities may file proposed revisions to such
rates. It is the expectation of the Commission that the
rates for Standard Offer service will not increase, relative
to existing rates, as a result of allowing competition. Any
rate increase proposed by an Affected Utility for Standard
Offer service must be fully justified through a rate case
proceeding.

3. Such rates shall reflect the costs of providing the service.
4. Consumers receiving Standard Offer service are eligible

for potential future rate reductions authorized by the
Commission, such as reductions authorized in Decision
No. 59601.

D. By the date indicated in R14-2-1602, each Affected Utility
shall file Unbundled Service tariffs to provide the services
listed below to the extent allowed by these rules to all eligible
purchasers on a nondiscriminatory basis. Other entities seek-
ing to provide any of these services must also file tariffs con-
sistent with these rules:
1. Distribution Service;
2. Metering and Meter Reading Services;
3. Billing and collection services;
4. Open access transmission service (as approved by the

Federal Energy Regulatory Commission, if applicable);
5. Ancillary services in accordance with Federal Energy

Regulatory Commission Order 888 (III FERC Stats. &
Regs. paragraph 31,036, 1996) incorporated by reference;

6. Information services such as provision of customer infor-
mation to other Electric Service Providers;

7. Other ancillary services necessary for safe and reliable
system operation.

E. To manage its risks, an Affected Utility or Electric Service
Provider may include in its tariffs deposit requirements and
advance payment requirements for Unbundled Services.

F. The Affected Utilities must provide transmission and ancillary
services according to the following guidelines:
1. Services must be provided consistent with applicable tar-

iffs filed with the Federal Energy Regulatory Commis-
sion.

2. Unless otherwise required by federal regulation, Affected
Utilities must accept power and energy delivered to their
transmission systems by others and offer transmission
and related services comparable to services they provide
to themselves.

G. Customer Data
1. Upon written authorization by the customer, a Load-

Serving Entity shall release in a timely and useful manner
that customer’s demand and energy data for the most
recent 12-month period to a customer-specified Electric
Service Provider.

2. The Electric Service Provider requesting such customer
data shall provide an accurate account number for the
customer.

3. The form of data shall be mutually agreed upon by the
parties and such data shall not be unreasonably withheld.

4. Utility Distribution Companies shall be allowed access to
the Meter Reading Service Provider server for customers

served by the Utility Distribution Company’s distribution
system.

H. Rates for Unbundled Services
1. The Commission shall review and approve rates for s

vices listed in subsection (D) and requirements listed
subsection (E), where it has jurisdiction, before such s
vices can be offered.

2. Such rates shall reflect the costs of providing the servic
3. Such rates may be downwardly flexible if approved b

the Commission.
I. Electric Service Providers offering services under this R14

1606 shall provide adequate supporting documentation 
their proposed rates. Where rates are approved by ano
jurisdiction, such as the Federal Energy Regulatory Comm
sion, those rates shall be provided to this Commission.

Historical Note
Adopted effective December 26, 1996, under an exemp-
tion as determined by the Arizona Corporation Commis-

sion (Supp. 96-4). Amended by an emergency action 
effective August 10, 1998, pursuant to A.R.S. § 41-1026, 
in effect for a maximum of 180 days (Supp. 98-3). Emer-
gency amendment replaced by exempt permanent amend-

ment effective December 31, 1998 (Supp. 98-4).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State of Arizona 
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (C
App. 1992)).

R14-2-1607. Recovery of Stranded Cost of Affected Utili-
ties
A. The Affected Utilities shall take every reasonable, cost-effec-

tive measure to mitigate or offset Stranded Cost by means such
as expanding wholesale or retail markets, or offering a wider
scope of services for profit, among others.

B. The Commission shall allow a reasonable opportunity for
recovery of unmitigated Stranded Cost by Affected Utilities.

C. The Affected Utilities shall file estimates of unmitigated
Stranded Cost. Such estimates shall be fully supported by
analyses and by records of market transactions undertaken by
willing buyers and willing sellers.

D. An Affected Utility shall request Commission approval, on or
before August 21, 1998, of distribution charges or other means
of recovering unmitigated Stranded Cost from customers who
reduce or terminate service from the Affected Utility as a
direct result of competition governed by this Article, or who
obtain lower rates from the Affected Utility as a direct result of
the competition governed by this Article.

E. The Commission shall, after hearing and consideration of
analyses and recommendations presented by the Affected Util-
ities, staff, and intervenors, determine for each Affected Util-
ity the magnitude of Stranded Cost, and appropriate Stranded
Cost recovery mechanisms and charges. In making its determi-
nation of mechanisms and charges, the Commission shall con-
sider at least the following factors:
1. The impact of Stranded Cost recovery on the effective-

ness of competition;
2. The impact of Stranded Cost recovery on customers of

the Affected Utility who do not participate in the compet-
itive market;

3. The impact, if any, on the Affected Utility’s ability to
meet debt obligations;

4. The impact of Stranded Cost recovery on prices paid 
consumers who participate in the competitive market;
Supp. 99-2 Page 142 June 30, 1999
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5. The degree to which the Affected Utility has mitigated or
offset Stranded Cost;

6. The degree to which some assets have values in excess of
their book values;

7. Appropriate treatment of negative Stranded Cost;
8. The time period over which such Stranded Cost charges

may be recovered. The Commission shall limit the appli-
cation of such charges to a specified time period;

9. The ease of determining the amount of Stranded Cost;
10. The applicability of Stranded Cost to interruptible cus-

tomers;
11. The amount of electricity generated by renewable gener-

ating resources owned by the Affected Utility.
F. A Competitive Transition Charge (CTC) may be assessed only

on customer purchases made in the competitive market using
the provisions of this Article. Any reduction in electricity pur-
chases from an Affected Utility resulting from self-generation,
demand side management, or other demand reduction attribut-
able to any cause other than the retail access provisions of this
Article shall not be used to calculate or recover any Stranded
Cost from a consumer.

G. Stranded Cost shall be recovered from customer classes in a
manner consistent with the specific company’s current rate
treatment of the stranded asset, in order to effect a recovery of
Stranded Cost that is in substantially the same proportion as
the recovery of similar costs from customers or customer
classes under current rates.

H. The Commission may order an Affected Utility to file esti-
mates of Stranded Cost and mechanisms to recover or, if nega-
tive, to refund Stranded Cost.

I. The Commission may order regular revisions to estimates of
the magnitude of Stranded Cost.

Historical Note
Adopted effective December 26, 1996, under an exemp-
tion as determined by the Arizona Corporation Commis-

sion (Supp. 96-4). Amended by an emergency action 
effective August 10, 1998, pursuant to A.R.S. § 41-1026, 
in effect for a maximum of 180 days (Supp. 98-3). Emer-
gency amendment replaced by exempt permanent amend-

ment effective December 31, 1998 (Supp. 98-4).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State of Arizona v.
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (Ct.
App. 1992)).

R14-2-1608. System Benefits Charges
A. By the date indicated in R14-2-1602, each Affected Utility or

Utility Distribution Company shall file for Commission
review non-bypassable rates or related mechanisms to recover
the applicable pro-rata costs of System Benefits from all con-
sumers located in the Affected Utility’s or Utility Distribution
Companies’ service area who participate in the competitive
market. Affected Utilities or Utility Distribution Companies
shall file for review of the Systems Benefits Charge every 3
years. The amount collected annually through the System Ben-
efits charge shall be sufficient to fund the Affected Utilities’ or
Utility Distribution Companies’ Commission-approved low
income, demand side management, market transformation,
environmental, renewables, long-term public benefit research
and development, and nuclear fuel disposal and nuclear power
plant decommissioning programs in effect from time to time.
Now, the Commission will approve a solar water heater rebate
program: $200,000 to be allocated proportionally among the
state’s Utility Distribution Companies in 1999, $400,000 in

2000, $600,000 in 2001, $800,000 in 2002, and $1 million
2003; the rebate will not be more than $500 per system 
Commission staff-approved solar water heaters. After 20
future Commissions may review this program for efficacy.

B. Each Affected Utility or Utility Distribution Company shall
provide adequate supporting documentation for its propos
rates for System Benefits.

C. An Affected Utility or Utility Distribution Company shall
recover the costs of System Benefits only upon hearing a
approval by the Commission of the recovery charge and me
anism. The Commission may combine its review of Syste
Benefits charges with its review of filings pursuant to R14-
1606.

Historical Note
Adopted effective December 26, 1996, under an exemp-
tion as determined by the Arizona Corporation Commis-

sion (Supp. 96-4). Amended by an emergency action 
effective August 10, 1998, pursuant to A.R.S. § 41-1026, 
in effect for a maximum of 180 days (Supp. 98-3). Emer-
gency amendment replaced by exempt permanent amend-

ment effective December 31, 1998 (Supp. 98-4).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorne
General approval provisions of the Arizona Administrative Proce
dure Act (A.R.S. § 41-1041) by a court order (State of Arizona 
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (C
App. 1992)).

R14-2-1609. Solar Portfolio Standard
A. Starting on January 1, 1999, any Electric Service Provider sell-

ing electricity or aggregating customers for the purpose of sell-
ing electricity under the provisions of this Article must derive
at least .2% of the total retail energy sold competitively from
new solar energy resources, whether that solar energy is pur-
chased or generated by the seller. Solar resources include pho-
tovoltaic resources and solar thermal resources that generate
electricity. New solar resources are those installed on or after
January 1, 1997.

B. Starting January 1 of each year from 2000 through 2003, the
solar resource requirement shall increase by .2% with the
result that starting January 1, 2003, any Electric Service Pro-
vider selling electricity or aggregating customers for the pur-
pose of selling electricity under the provisions of this Article
must derive at least 1.0% of the total retail energy sold com-
petitively from new solar energy resources. The 1.0% require-
ment shall be in effect from January 1, 2003, through
December 31, 2012.

C. The solar portfolio requirement shall only apply to competitive
retail electricity in the years 1999 and 2000 and shall apply to
all retail electricity in the years 2001 and thereafter.

D. Electric Service Providers shall be eligible for a number of
extra credit multipliers that may be used to meet the solar port-
folio standard requirements:
1. Early Installation Extra Credit Multiplier: For new solar

electric systems installed and operating prior to Decem-
ber 31, 2003, Electric Service Providers would qualify for
multiple extra credits for kWh produced for 5 years fol-
lowing operational start-up of the solar electric system.
The 5-year extra credit would vary depending upon the
year in which the system started up, as follows:

YEAR EXTRA CREDIT MULTIPLIER
1997 .5
1998 .5
1999 .5
2000 .4
2001 .3
June 30, 1999 Page 143 Supp. 99-2
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2002 .2
2003 .1
The Early Installation Extra Credit Multiplier would
end in 2003.

2. Solar Economic Development Extra Credit Multipliers:
There are 2 equal parts to this multiplier, an in-state
installation credit and an in-state content multiplier.
a. In-State Power Plant Installation Extra Credit Multi-

plier: Solar electric power plants installed in Arizona
shall receive a .5 extra credit multiplier.

b. In-State Manufacturing and Installation Content
Extra Credit Multiplier: Solar electric power plants
shall receive up to a .5 extra credit multiplier related
to the manufacturing and installation content that
comes from Arizona. The percentage of Arizona
content of the total installed plant cost shall be mul-
tiplied by .5 to determine the appropriate extra credit
multiplier. So, for instance, if a solar installation
included 80% Arizona content, the resulting extra
credit multiplier would be .4 (which is .8 X .5).

3. Distributed Solar Electric Generator and Solar Incentive
Program Extra Credit Multiplier: Any distributed solar
electric generator that meets more than 1 of the eligibility
conditions will be limited to only 1  .5 extra credit multi-
plier from this subsection. Appropriate meters will be
attached to each solar electric generator and read at least
once annually to verify solar performance.
a. Solar electric generators installed at or on the cus-

tomer premises in Arizona. Eligible customer pre-
mises locations will include both grid-connected and
remote, non-grid-connected locations. In order for
Electric Service Providers to claim an extra credit
multiplier, the Electric Service Provider must have
contributed at least 10% of the total installed cost or
have financed at least 80% of the total installed cost.

b. Solar electric generators located in Arizona that are
included in any Electric Service Provider’s Green
Pricing program.

c. Solar electric generators located in Arizona that are
included in any Electric Service Provider’s Net
Metering or Net Billing program.

d. Solar electric generators located in Arizona that are
included in any Electric Service Provider’s solar
leasing program.

e. All Green Pricing, Net Metering, Net Billing, and
Solar Leasing programs must have been reviewed
and approved by the Director, Utilities Division, in
order for the Electric Service Provider to accrue
extra credit multipliers from this subsection.

4. All multipliers are additive, allowing a maximum com-
bined extra credit multiplier of 2.0 in years 1997-2003,
for equipment installed and manufactured in Arizona and
either installed at customer premises or participating in
approved solar incentive programs. So, if an Electric Ser-
vice Provider qualifies for a 2.0 extra credit multiplier
and it produces 1 solar kWh, the Electric Service Pro-
vider would get credit for 3 solar kWh (1 produced plus 2
extra credit).

E. If an Electric Service Provider selling electricity under the pro-
visions of this Article fails to meet the requirement in subsec-
tion (A) or (B) in any year, the Commission may impose a
penalty on that Electric Service Provider up to 30¢ per kWh
for deficiencies in the provision of solar energy. In addition, if
the provision of solar energy is consistently deficient, the
Commission may void an Electric Service Provider’s contracts
negotiated under this Article.

F. If an Electric Service Provider selling electricity under the pr
visions of this Article fails to meet the requirement in R14-
1609(A) or (B) in any year, the Commission shall impose
penalty on that Electric Service Provider that the Electric S
vice Provider pay an amount equal to 30¢ per kWh to the So
Electric Fund for deficiencies in the provision of solar electri
ity. This Solar Electric Fund will be established and utilized 
purchase solar electric generators or solar electricity in the 
lowing calendar year for the use by public entities in Arizon
such as schools, cities, counties, or state agencies. Title to
equipment purchased by the Solar Electric Fund will be tra
ferred to the public entity. In addition, if the provision of sola
energy is consistently deficient, the Commission may void 
Electric Service Provider’s contracts negotiated under t
Article.
1. The Director, Utilities Division, shall establish a Sola

Electric Fund in 1999 to receive deficiency payments a
finance solar electricity projects.

2. The Director, Utilities Division, shall select an indepen
dent administrator for the selection of projects to b
financed by the Solar Electric Fund. A portion of th
Solar Electric Fund shall be used for administration of t
Fund and a designated portion of the Fund will be s
aside for ongoing operation and maintenance of proje
financed by the Fund.

G. Photovoltaic or solar thermal electric resources that are loca
on the consumer’s premises shall count toward the solar p
folio standard applicable to the current Electric Service P
vider serving that consumer.

H. Any solar electric generators installed by an Affected Utility 
meet the solar portfolio standard shall be counted towa
meeting renewable resource goals for Affected Utilities esta
lished in Decision No. 58643.

I. Any Electric Service Provider or independent solar elect
generator that produces or purchases any solar kWh in ex
of its annual portfolio requirements may save or bank tho
excess solar kWh for use or sale in future years. Any eligi
solar kWh produced subject to this rule may be sold or trad
to any Electric Service Provider that is subject to this ru
Appropriate documentation, subject to Commission revie
shall be given to the purchasing entity and shall be referen
in the reports of the Electric Service Provider that is using t
purchased kWh to meet its portfolio requirements.

J. Solar portfolio standard requirements shall be calculated on
annual basis, based upon electricity sold during the calen
year.

K. An Electric Service Provider shall be entitled to receive a p
tial credit against the solar portfolio requirement if the Electr
Service Provider or its affiliate owns or makes a significa
investment in any solar electric manufacturing plant that
located in Arizona. The credit will be equal to the amount 
the nameplate capacity of the solar electric generators p
duced in Arizona and sold in a calendar year times 2,190 ho
(approximating a 25% capacity factor).
1. The credit against the portfolio requirement shall be lim

ited to the following percentages of the total portfoli
requirement:
1999 Maximum of 50% of the 

portfolio requirement
2000 Maximum of 50% of the 

portfolio requirement
2001 Maximum of 25% of the 

portfolio requirement
2002 Maximum of 25% of the 

portfolio requirement
2003 and on Maximum of 20% of the 
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2. No extra credit multipliers will be allowed for this credit.

In order to avoid double-counting of the same equipment,
solar electric generators that are used by other Electric
Service Providers to meet their Arizona solar portfolio
requirements will not be allowable for credits under this
Section for the manufacturer/Electric Service Provider to
meet its portfolio requirements.

L. The Director, Utilities Division, shall develop appropriate
safety, durability, reliability, and performance standards nec-
essary for solar generating equipment to qualify for the solar
portfolio standard. Standards requirements will apply only to
facilities constructed or acquired after the standards are pub-
licly issued.

Historical Note
Adopted effective December 26, 1996, under an exemp-
tion as determined by the Arizona Corporation Commis-

sion (Supp. 96-4). Amended by an emergency action 
effective August 10, 1998, pursuant to A.R.S. § 41-1026, 
in effect for a maximum of 180 days (Supp. 98-3). Emer-
gency amendment replaced by exempt permanent amend-

ment effective December 31, 1998 (Supp. 98-4).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State of Arizona v.
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (Ct.
App. 1992)).

R14-2-1610. Transmission and Distribution Access
A. The Affected Utilities shall provide nondiscriminatory open

access to transmission and distribution facilities to serve all
customers. No preference or priority shall be given to any dis-
tribution customer based on whether the customer is purchas-
ing power under the Affected Utility’s Standard Offer or in the
competitive market. Any transmission capacity that is reserved
for use by the retail customers of the Affected Utility’s Utility
Distribution Company shall be allocated among Standard
Offer customers and competitive market customers on a pro-
rata basis.

B. The Commission supports the development of an Independent
System Operator (ISO) or, absent an Independent System
Operator, an Independent Scheduling Administrator (ISA).

C. The Commission believes that an Independent Scheduling
Administrator is necessary in order to provide nondiscrimina-
tory retail access and to facilitate a robust and efficient elec-
tricity market. Therefore, those Affected Utilities that own or
operate Arizona transmission facilities shall file with the Fed-
eral Energy Regulatory Commission by October 31, 1998, for
approval of an Independent Scheduling Administrator having
the following characteristics:
1. The Independent Scheduling Administrator shall calcu-

late Available Transmission Capacity (ATC) for Arizona
transmission facilities that belong to the Affected Utilities
or other Independent Scheduling Administrator partici-
pants and shall develop and operate an overarching state-
wide OASIS.

2. The Independent Scheduling Administrator shall imple-
ment and oversee the nondiscriminatory application of
protocols to ensure statewide consistency for transmis-
sion access. These protocols shall include, but are not
limited to, protocols for determining transmission system
transfer capabilities, committed uses of the transmission
system, available transfer capabilities, and Must-Run
Generating Units.

3. The Independent Scheduling Administrator shall provi
dispute resolution processes that enable market part
pants to expeditiously resolve claims of discriminato
treatment in the reservation, scheduling, use, and curt
ment of transmission services.

4. All requests (wholesale, Standard Offer retail, and co
petitive retail) for reservation and scheduling of the use
Arizona transmission facilities that belong to the Affecte
Utilities or other Independent Scheduling Administrato
participants shall be made to, or through, the Independ
Scheduling Administrator using a single, standardiz
procedure.

D. The Affected Utilities that own or operate Arizona transmi
sion facilities shall file a proposed Independent Scheduli
Administrator implementation plan with the Commission b
September 1, 1998. The implementation plan shall addr
Independent Scheduling Administrator governance, incorpo
tion, financing, and staffing; the acquisition of physical facil
ties and staff by the Independent Scheduling Administrat
the schedule for the phased development of Independ
Scheduling Administrator functionality; contingency plans t
ensure that critical functionality is in place by January 1, 199
and any other significant issues related to the timely and s
cessful implementation of the Independent Scheduling Adm
istrator.

E. Each of the Affected Utilities shall make good faith efforts 
develop a regional, multi-state Independent System Opera
to which the Independent Scheduling Administrator shou
transfer its relevant assets and functions as the Indepen
System Operator becomes able to carry out those functions

F. It is the intent of the Commission that prudently-incurred cos
incurred by the Affected Utilities in the establishment an
operation of the Independent Scheduling Administrator, a
subsequently the Independent System Operator, should
recovered from customers using the transmission syste
including the Affected Utilities’ wholesale customers, Sta
dard Offer retail customers, and competitive retail custom
on a nondiscriminatory basis through Federal Energy Regu
tory Commission-regulated prices. Proposed rates for 
recovery of such costs shall be filed with the Federal Ene
Regulatory Commission and the Commission. In the event t
the Federal Energy Regulatory Commission does not per
recovery of prudently incurred Independent Scheduli
Administrator costs within 90 days of the date of making 
application with the Federal Energy Regulatory Commissio
the Commission may authorize Affected Utilities to recov
such costs through a distribution surcharge.

G. The Commission supports the use of “Scheduling Coordin
tors” to provide aggregation of customers’ schedules to t
Independent Scheduling Administrator and the respect
Control Area Operators simultaneously until the implemen
tion of a regional Independent System Operator, at which ti
the schedules will be submitted to the Independent Syst
Operator. The primary duties of Scheduling Coordinators a
to:
1. Forecast their customers’ load requirements;
2. Submit balanced schedules (that is, schedules for wh

total generation is equal to total load of the Schedulin
Coordinator’s customers plus appropriate transmissi
losses) and North American Electric Reliability Counci
Western Systems Coordinating Council tags;

3. Arrange for the acquisition of the necessary transmiss
and ancillary services;

4. Respond to contingencies and curtailments as directed
the Control Area Operators, Independent Scheduli
Administrator, or Independent System Operator;
June 30, 1999 Page 145 Supp. 99-2
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5. Actively participate in the schedule checkout process and
the settlement processes of the Control Area Operators,
Independent Scheduling Administrator, or Independent
System Operator.

H. The Affected Utilities shall provide services from the Must-
Run Generating Units to Standard Offer retail customers and
competitive retail customers on a comparable, nondiscrimina-
tory basis at regulated prices. The Affected Utilities shall spec-
ify the obligations of the Must-Run Generating Units in
appropriate sales contracts prior to any divestiture. Under aus-
pices of the Electric System Reliability and Safety Working
Group, the Affected Utilities shall develop statewide protocols
for pricing and availability of services from Must-Run Gener-
ating Units with input from other stakeholders. These proto-
cols shall be presented to the Commission for review and filed
with the Federal Energy Regulatory Commission, if necessary,
by October 31, 1998.

Historical Note
Adopted effective December 26, 1996, under an exemp-
tion as determined by the Arizona Corporation Commis-

sion (Supp. 96-4). Amended by an emergency action 
effective August 10, 1998, pursuant to A.R.S. § 41-1026, 
in effect for a maximum of 180 days (Supp. 98-3). Emer-
gency amendment replaced by exempt permanent amend-

ment effective December 31, 1998 (Supp. 98-4).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State of Arizona v.
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (Ct.
App. 1992)).

R14-2-1611. In-state Reciprocity
A. The service territories of Arizona electric utilities which are

not Affected Utilities shall not be open to competition under
the provisions of this Article, nor shall Arizona electric utili-
ties which are not Affected Utilities be able to compete for
sales in the service territories of the Affected Utilities.

B. An Arizona electric utility, subject to the jurisdiction of the
Commission, which is not an Affected Utility may voluntarily
participate under the provisions of this Article if it makes its
service territory available for competing sellers, if it agrees to
all of the requirements of this Article, and if it obtains an
appropriate Certificate of Convenience and Necessity.

C. An Arizona electric utility, not subject to the jurisdiction of the
Commission, may submit a statement to the Commission that
it voluntarily opens its service territory for competing sellers
in a manner similar to the provisions of this Article. Such
statement shall be accompanied by the electric utility’s nondis-
criminatory Standard Offer Tariff, electric supply tariffs,
Unbundled Services rates, Stranded Cost charges, System
Benefits charges, Distribution Services charges and any other
applicable tariffs and policies for services the electric utility
offers, for which these rules otherwise require compliance by
Affected Utilities or Electric Service Providers. Such filings
shall serve as authorization for such electric utility to utilize
the Commission’s Rules of Practice and Procedure and other
applicable rules concerning any complaint that an Affected
Utility or Electric Service Provider is violating any provision
of this Article or is otherwise discriminating against the filing
electric utility or failing to provide just and reasonable rates in
tariffs filed under this Article.

D. If an electric utility is an Arizona political subdivision or
municipal corporation, then the existing service territory of
such electric utility shall be deemed open to competition if the
political subdivision or municipality has entered into an inter-

governmental agreement with the Commission that establis
nondiscriminatory terms and conditions for Distribution Se
vices and other Unbundled Services, provides a procedure
complaints arising therefrom, and provides for reciproci
with Affected Utilities or their affiliates. The Commission
shall conduct a hearing to consider any such intergovernm
tal agreement.

E. An affiliate of an Arizona electric utility which is not an
Affected Utility shall not be allowed to compete in the servic
territories of Affected Utilities unless the affiliate’s paren
company, the nonaffected electric utility, submits a statem
to the Commission indicating that the parent company w
voluntarily open its service territory for competing sellers in
manner similar to the provisions of this Article and the Com
mission makes a finding to that effect.

Historical Note
Adopted effective December 26, 1996, under an exemp-
tion as determined by the Arizona Corporation Commis-

sion (Supp. 96-4). Amended by an emergency action 
effective August 10, 1998, pursuant to A.R.S. § 41-1026, 
in effect for a maximum of 180 days (Supp. 98-3). Emer-
gency amendment replaced by exempt permanent amend-

ment effective December 31, 1998 (Supp. 98-4).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorne
General approval provisions of the Arizona Administrative Proce
dure Act (A.R.S. § 41-1041) by a court order (State of Arizona 
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (C
App. 1992)).

R14-2-1612. Rates 
A. Market determined rates for competitively provided services

as defined in R14-2-1605 shall be deemed to be just and rea-
sonable.

B. Each Electric Service Provider selling services under this Arti-
cle shall have on file with the Commission tariffs describing
such services and maximum rates for those services, but the
services may not be provided until the Commission has
approved the tariffs.

C. Prior to the date indicated in R14-2-1604(D), competitively
negotiated contracts governed by this Article customized to
individual customers which comply with approved tariffs do
not require further Commission approval. However, all such
contracts whose term is 1 year or more and for service of 1
MW or more must be filed with the Director, Utilities Divi-
sion, as soon as practicable. If a contract does not comply with
the provisions of this Article and the Affected Utility’s o
Electric Service Provider’s approved tariffs, it shall no
become effective without a Commission order. Such contra
shall be kept confidential by the Commission.

D. Contracts entered into on or after the date indicated in R14
1604(D) which comply with approved tariffs need not be file
with the Director, Utilities Division. If a contract does no
comply with the provisions of this Article and the Affecte
Utility’s or the Electric Service Provider’s approved tariffs, 
shall not become effective without a Commission order.

E. An Electric Service Provider holding a Certificate pursuant 
this Article may price its competitive services, as defined 
R14-2-1605, at or below the maximum rates specified in 
filed tariff, provided that the price is not less than the margin
cost of providing the service.

F. Requests for changes in maximum rates or changes in te
and conditions of previously approved tariffs may be file
Such changes become effective only upon Commiss
approval.
Supp. 99-2 Page 146 June 30, 1999
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Historical Note
Adopted effective December 26, 1996, under an exemp-
tion as determined by the Arizona Corporation Commis-

sion (Supp. 96-4). Amended by an emergency action 
effective August 10, 1998, pursuant to A.R.S. § 41-1026, 
in effect for a maximum of 180 days (Supp. 98-3). Emer-
gency amendment replaced by exempt permanent amend-

ment effective December 31, 1998 (Supp. 98-4).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State of Arizona v.
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (Ct.
App. 1992)).

R14-2-1613. Service Quality, Consumer Protection,
Safety, and Billing Requirements
A. Except as indicated elsewhere in this Article, R14-2-201

through R14-2-212, inclusive, are adopted in this Article by
reference. However, where the term “utility” is used in R14-2-
201 through R14-2-212, the term “utility” shall pertain to
Electric Service Providers providing the services described in
each paragraph of R14-2-201 through R14-2-212. R14-2-
203(E) and R14-2-212(H) shall pertain only to Utility Distri-
bution Companies.

B. The following shall not apply to this Article:
1. R14-2-202 in its entirety,
2. R14-2-206 in its entirety,
3. R14-2-207 in its entirety,
4. R14-2-212 (F)(1),
5. R14-2-213,
6. R14-2-208(E) and (F).

C. No consumer shall be deemed to have changed providers of
any service authorized in this Article (including changes from
supply by the Affected Utility to another provider) without
written authorization by the consumer for service from the
new provider. If a consumer is switched (or slammed) to a dif-
ferent (“new”) provider without such written authorization, the
new provider shall cause service by the previous provider to be
resumed and the new provider shall bear all costs associated
with switching the consumer back to the previous provider. A
written authorization that is obtained by deceit or deceptive
practices shall not be deemed a valid written authorization.
Providers shall submit reports within 30 days of the end of
each calendar quarter to the Commission itemizing the direct
complaints filed by customers who have had their Electric Ser-
vice Providers changed without their authorization. Violations
of the Commission’s rules concerning unauthorized changes
of providers may result in penalties, or suspension or revoca-
tion of the provider’s certificate.

D. A customer with an annual load of 100,000 kWh or less may
rescind its authorization to change providers of any service
authorized in this Article within 3 business days, without pen-
alty, by providing written notice to the provider.

E. Each Electric Service Provider providing service governed by
this Article shall be responsible for meeting applicable reli-
ability standards and shall work cooperatively with other com-
panies with whom it has interconnections, directly or
indirectly, to ensure safe, reliable electric service. Utility Dis-
tribution Companies shall make reasonable efforts to notify
customers of scheduled outages and also provide notification
to the Commission.

F. Each Electric Service Provider shall provide at least 45 days’
notice to all of its affected consumers of its intent to cease pro-
viding generation, transmission, distribution, or ancillary ser-
vices necessitating that the consumer obtain service from

another supplier of generation, transmission, distribution, 
ancillary services.

G. All Electric Service Providers rendering service under th
Article shall submit accident reports as required in R14-2-10

H. An Electric Service Provider providing firm electric servic
governed by this Article shall make reasonable efforts to re
tablish service within the shortest possible time when serv
interruptions occur and shall work cooperatively with oth
companies to ensure timely restoration of service where fac
ties are not under the control of the Electric Service Provide

I. Electric Service Providers shall give at least 5 days’ notice
their customer and to the appropriate Utility Distribution Com
pany of scheduled return to the Standard Offer, but that ret
of that customer to the Standard Offer would be at the n
regular billing cycle. Responsibility for charges incurre
between the notice and the next scheduled read date shall
with the Electric Service Provider.

J. Each Electric Service Provider shall ensure that bills rende
on its behalf include its address and the toll-free telepho
numbers for billing, service, and safety inquiries. The bill mu
also include the address and toll-free telephone numbers
the Phoenix and Tucson Consumer Service Sections of 
Arizona Corporation Commission Utilities Division. Each
Electric Service Provider shall ensure that billing and colle
tions services rendered on its behalf comply with subsect
(A).

K. Additional Provisions for Metering and Meter Reading Se
vices
1. An Electric Service Provider who provides metering 

meter reading services pertaining to a particular co
sumer shall provide access using EDI formats to me
reading data to other Electric Service Providers servi
that same consumer when authorized by the consumer

2. Any person or entity relying on metering informatio
provided by another Electric Service Provider ma
request a meter test according to the tariff on file a
approved by the Commission. However, if the meter 
found to be in error by more than 3%, no meter testing f
will be charged.

3. Each competitive customer shall be assigned a Unive
Node Identifier for each service delivery point by th
Affected Utility or the Utility Distribution Company
whose distribution system serves the customer.

4. All competitive metered and billing data shall be tran
lated into consistent, statewide Electronic Data Inte
change (EDI) formats based on standards approved by
Utility Industry Group (UIG) that can be used by th
Affected Utility or the Utility Distribution Company and
the Electric Service Provider.

5. An Electronic Data Interchange Format shall be used 
all data exchange transactions from the Meter Read
Service Provider to the Electric Service Provider, Utilit
Distribution Company, and Schedule Coordinator. Th
data will be transferred via the Internet using a secu
sockets layer or other secure electronic media.

6. Minimum metering requirements for competitive custom
ers over 20 kW, or 100,000 kWh annually, should cons
of hourly consumption measurement meters or meter s
tems.

7. Competitive customers with hourly loads of 20 kW (o
100,000 kWh annually) or less will be permitted to us
Load Profiling to satisfy the requirements for hourly con
sumption data.

8. Meter ownership will be limited to the Affected Utility,
Utility Distribution Company, and the Electric Service
Provider or their representative, or the customer, w
June 30, 1999 Page 147 Supp. 99-2
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obtains the meter from the Affected Utility, or Utility
Distribution Company or an Electric Service Provider. 

9. Maintenance and servicing of the metering equipment
will be limited to the Affected Utility, Utility Distribution
Company, and the Electric Service Provider or their rep-
resentative.

10. Distribution primary voltage Current Transformers and
Potential Transformers may be owned by the Affected
Utility, Utility Distribution Company, or the Electric Ser-
vice Provider or their representative.

11. Transmission primary voltage Current Transformers and
Potential Transformers may be owned by the Affected
Utility or Utility Distribution Company only.

12. North American Electric Reliability Council-recognized
holidays will be used in calculating “working days” for
meter data timeliness requirements.

13. The operating procedures approved by the Director, Utili-
ties Division, will be used by the Utility Distribution
Companies and the Meter Service Providers for perform-
ing work on primary metered customers. 

14. The rules approved by the Director, Utilities Division,
will be used by the Meter Reading Service Provider for
validating, editing, and estimating metering data.

15. The performance metering specifications and standards
approved by the Director, Utilities Division, will be used
by all entities performing metering.

L. Working Group on System Reliability and Safety
1. The Commission shall establish, by separate order, a

working group to monitor and review system reliability
and safety.
a. The working group may establish technical advisory

panels to assist it.
b. Members of the working group shall include repre-

sentatives of staff, consumers, the Residential Utility
Consumer Office, utilities, other Electric Service
Providers and organizations promoting energy effi-
ciency. In addition, the Executive and Legislative
Branches shall be invited to send representatives to
be members of the working group.

c. The working group shall be coordinated by the
Director, Utilities Division, of the Commission or by
the Director’s designee.

2. All Electric Service Providers governed by this Article
shall cooperate and participate in any investigation con-
ducted by the working group, including provision of data
reasonably related to system reliability or safety.

3. The working group shall report to the Commission on
system reliability and safety regularly, and shall make
recommendations to the Commission regarding improve-
ments to reliability or safety.

M. Electric Service Providers shall comply with applicable reli-
ability standards and practices established by the Western Sys-
tems Coordinating Council and the North American Electric
Reliability Council or successor organizations.

N. Electric Service Providers shall provide notification and infor-
mational materials to consumers about competition and con-
sumer choices, such as a standardized description of services,
as ordered by the Commission.

O. Unbundled Billing Elements. All customer bills after January
1, 1999, will list, at a minimum, the following billing cost ele-
ments:
1. Electricity Costs:

a. Generation,
b. Competition Transition Charge, and
c. Fuel or purchased power adjustor, if applicable;

2. Delivery Costs:

a. Distribution services,
b. Transmission services, and
c. Ancillary services;

3. Other Costs:
a. Metering Service,
b. Meter Reading Service,
c. Billing and collection, and
d. System Benefits charge.

P. The operating procedures approved by the Director, Utiliti
Division, will be used for Direct Access Service Requests 
well as other billing and collection transactions.

Historical Note
Adopted effective December 26, 1996, under an exemp-
tion as determined by the Arizona Corporation Commis-

sion (Supp. 96-4). Amended by an emergency action 
effective August 10, 1998, pursuant to A.R.S. § 41-1026, 
in effect for a maximum of 180 days (Supp. 98-3). Emer-
gency amendment replaced by exempt permanent amend-

ment effective December 31, 1998 (Supp. 98-4).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorne
General approval provisions of the Arizona Administrative Proce
dure Act (A.R.S. § 41-1041) by a court order (State of Arizona 
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (C
App. 1992)).

R14-2-1614. Reporting Requirements
A. Reports covering the following items, as applicable, shall be

submitted to the Director, Utilities Division, by Affected Utili-
ties or Utility Distribution Companies and all Electric Service
Providers granted a Certificate of Convenience and Necessity
pursuant to this Article. These reports shall include the follow-
ing information pertaining to competitive service offerings,
Unbundled Services, and Standard Offer services in Arizona:
1. Type of services offered;
2. kW and kWh sales to consumers, disaggregated by cus-

tomer class (for example, residential, commercial, indus-
trial);

3. Solar energy sales (kWh) and sources for grid connected
solar resources; kW capacity for off-grid solar resources;

4. Revenues from sales by customer class (for example, res-
idential, commercial, industrial);

5. Number of retail customers disaggregated as follows: res-
idential, commercial under 40 kW, commercial 41 to 999
kW, commercial 1000 kW or more, industrial less than
1000 kW, industrial 1000 kW or more, agricultural (if not
included in commercial), and other;

6. Retail kWh sales and revenues disaggregated by term of
the contract (less than 1 year, 1 to 4 years, longer than 4
years), and by type of service (for example, firm, inter-
ruptible, other);

7. Amount of and revenues from each service provided
under R14-2-1605, and, if applicable, R14-2-1606;

8. Value of all assets used to serve Arizona customers and
accumulated depreciation;

9. Tabulation of Arizona electric generation plants owned
by the Electric Service Provider broken down by genera-
tion technology, fuel type, and generation capacity;

10. The number of customers aggregated and the amount of
aggregated load;

11. Other data requested by staff or the Commission;
12. In addition, prior to the date indicated in R14-2-1604(D),

Affected Utilities shall provide data demonstrating com-
pliance with the requirements of R14-2-1604.

B. Reporting Schedule
Supp. 99-2 Page 148 June 30, 1999
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1. For the period through December 31, 2003, semi-annual
reports shall be due on April 15 (covering the previous
period of July through December) and October 15 (cover-
ing the previous period of January through June). The 1st
such report shall cover the period January 1 through June
30, 1999.

2. For the period after December 31, 2003, annual reports
shall be due on April 15 (covering the previous period of
January through December). The 1st such report shall
cover the period January 1 through December 31, 2004. 

C. The information listed above may be provided on a confiden-
tial basis. However, staff or the Commission may issue reports
with aggregate statistics based on confidential information that
do not disclose data pertaining to a particular seller or pur-
chases by a particular buyer. 

D. Any Electric Service Provider governed by this Article which
fails to file the above data in a timely manner may be subject
to a penalty imposed by the Commission or may have its Cer-
tificate rescinded by the Commission.

E. Any Electric Service Provider holding a Certificate pursuant to
this Article shall report to the Director of the Utilities Division
the discontinuation of any competitive tariff as soon as practi-
cable after the decision to discontinue offering service is
made.

F. In addition to the above reporting requirements, Electric Ser-
vice Providers governed by this Article shall participate in
Commission workshops or other forums whose purpose is to
evaluate competition or assess market issues.

G. Reports filed under the provisions of this Section shall be sub-
mitted in written format and in electronic format. Electric Ser-
vice Providers shall coordinate with the Commission staff on
formats.

Historical Note
Adopted effective December 26, 1996, under an exemp-
tion as determined by the Arizona Corporation Commis-

sion (Supp. 96-4). Amended by an emergency action 
effective August 10, 1998, pursuant to A.R.S. § 41-1026, 
in effect for a maximum of 180 days (Supp. 98-3). Emer-
gency amendment replaced by exempt permanent amend-

ment effective December 31, 1998 (Supp. 98-4).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State of Arizona v.
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (Ct.
App. 1992)).

R14-2-1615. Administrative Requirements
A. Any Electric Service Provider certificated under this Article

may file proposed additional tariffs for services at any time
which include a description of the service, maximum rates,
terms, and conditions. The proposed new service may not be
provided until the Commission has approved the tariff.

B. Contracts filed pursuant to this Article shall not be open to
public inspection or made public except on order of the Com-
mission, or by the Commission or a Commissioner in the
course of a hearing or proceeding.

C. The Commission may consider variations or exemptions from
the terms or requirements of any of the rules in this Article
upon the application of an affected party. The application must
set forth the reasons why the public interest will be served by
the variation or exemption from the Commission rules and
regulations. Any variation or exemption granted shall require
an order of the Commission. Where a conflict exists between
these rules and an approved tariff or order of the Commission,

the provisions of the approved tariff or order of the Commis-
sion shall apply.

D. The Commission may develop procedures for resolving dis-
putes regarding implementation of retail electric competition.

Historical Note
Adopted effective December 26, 1996, under an exemp-
tion as determined by the Arizona Corporation Commis-

sion (Supp. 96-4). Amended by an emergency action 
effective August 10, 1998, pursuant to A.R.S. § 41-1026, 
in effect for a maximum of 180 days (Supp. 98-3). Emer-
gency amendment replaced by exempt permanent amend-

ment effective December 31, 1998 (Supp. 98-4).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorne
General approval provisions of the Arizona Administrative Proce
dure Act (A.R.S. § 41-1041) by a court order (State of Arizona 
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (C
App. 1992)).

R14-2-1616. Separation of Monopoly and Competitive Ser-
vices
A. All competitive generation assets and competitive services

shall be separated from an Affected Utility prior to January 1,
2001. Such separation shall either be to an unaffiliated party or
to a separate corporate affiliate or affiliates. If an Affected
Utility chooses to transfer its competitive generation assets or
competitive services to a competitive electric affiliate, such
transfer shall be at a value determined by the Commission to
be fair and reasonable.

B. Beginning January 1, 1999, an Affected Utility or Utility Dis-
tribution Company shall not provide competitive services as
defined herein, except as otherwise authorized by these rules
or by the Commission. However, this rule does not preclude an
Affected Utility’s or Utility Distribution Company’s affiliate
from providing competitive services. Nor does this rule pr
clude an Affected Utility or Utility Distribution Company
from billing its own customers for distribution service, or from
providing billing services to Electric Service Providers in con
junction with its own billing or from providing meters for
Load Profiled residential customers. Nor does this rule requ
an Affected Utility or Utility Distribution Company to sepa-
rate such assets or services utilized in these circumstan
Affected Utilities and Utility Distribution Companies shal
provide, if requested by an Electric Service Provider or cu
tomer, metering, meter reading, billing, and collection servic
within their service territories at tariffed rates to customers th
do not have access to these services during the years 1999
2000, subject to the following limitations. The Affected Utili
ties and Utility Distribution Companies shall be allowed t
continue to provide metering and meter reading services
competitive customers within their service territories at ta
iffed rates until such time as 2 or more competitive Elect
Service Providers are offering such services to a particu
customer class. When 2 competitive Electric Service Provid
are providing such services to a particular customer class,
Affected Utilities and Utility Distribution Companies will no
longer be allowed to offer the service to new competitive cu
tomers in that customer class but may continue to offer the 
vice through December 31, 2000, to the existing competiti
customers signed up prior to the commencement of service
the 2 competitive Electric Service Providers.

C. An Electric Distribution Cooperative is not subject to the pr
visions of R14-2-1616 except if it offers competitive electr
services outside of the service territory it had as of the eff
tive date of these rules.
June 30, 1999 Page 149 Supp. 99-2
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D. To meet the solar portfolio requirement in R14-2-1609, the
Utility Distribution Company may purchase, install, and oper-
ate the solar electric systems or contract with an affiliate to
meet the solar portfolio requirement.

Historical Note
Adopted effective December 26, 1996, under an exemp-
tion as determined by the Arizona Corporation Commis-

sion (Supp. 96-4). Section R14-2-1616 repealed by 
emergency action; emergency new Section adopted by an 
emergency action effective August 10, 1998, pursuant to 
A.R.S. § 41-1026, in effect for a maximum of 180 days 

(Supp. 98-3). Emergency amendment replaced by exempt 
permanent amendment effective December 31, 1998 

(Supp. 98-4).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State of Arizona v.
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (Ct.
App. 1992)).

R14-2-1617. Affiliate Transactions
A. Separation. An Affected Utility or Utility Distribution Com-

pany and its affiliates shall operate as separate corporate enti-
ties. Books and records shall be kept separate, in accordance
with applicable Uniform System of Accounts (USOA) and
Generally Accepted Accounting Procedures (GAAP). The
books and records of any Electric Service Provider that is an
affiliate of an Affected Utility or Utility Distribution Company
shall be open for examination by the Commission and its staff
consistent with the provisions set forth in R14-2-1614. All
proprietary information shall remain confidential.
1. An Affected Utility or Utility Distribution Company shall

not share office space, equipment, services, and systems
with its competitive electric affiliates, nor access any
computer or information systems of one another, except
to the extent appropriate to perform shared corporate sup-
port functions permitted under subsection (A)(2). An
Affected Utility or Utility Distribution Company shall not
share office space, equipment, services, and systems with
its other affiliates without full compensation in accor-
dance with subsection (A)(7).

2. An Affected Utility or Utility Distribution Company, its
parent holding company, or a separate affiliate created
solely for the purpose of corporate support functions,
may share with its affiliates joint corporate oversight,
governance, support systems, and personnel. Any shared
support shall be priced, reported, and conducted in accor-
dance with all applicable Commission pricing and report-
ing requirements. An Affected Utility or Utility
Distribution Company shall not use shared corporate sup-
port functions as a means to transfer confidential infor-
mation, allow preferential treatment, or create significant
opportunities for cross-subsidization of its affiliates and
shall provide mechanisms and safeguards against such
activity in its compliance plan.

3. An affiliate of an Affected Utility or Utility Distribution
Company shall not trade, promote, or advertise its affilia-
tion with the Affected Utility or Utility Distribution Com-
pany, nor use or make use of the Affected Utility’s name
or logo in any material circulated by the affiliate, unless it
discloses in plain legible or audible language, on the 1st
page or at the 1st instance the Affected Utility or Utility
Distribution Company name or logo appears, that:

a. The affiliate is not the same company as th
Affected Utility or Utility Distribution Company,
and

b. Customers do not have to buy the affiliate product
order to continue to receive quality regulated se
vices from the Affected Utility or Utility Distribu-
tion Company.

4. An Affected Utility or Utility Distribution Company shall
not offer or provide to its affiliates advertising space 
any customer written communication unless it provid
access to all other unaffiliated service providers on t
same terms and conditions.

5. An Affected Utility or Utility Distribution Company shall
not participate in joint advertising, marketing, or sale
with its affiliates. Any joint communication and corre
spondence with an existing customer by an Affected Ut
ity or Utility Distribution Company and its affiliate shall
be limited to consolidated billing, when applicable, and 
accordance with these rules.

6. Except as provided in subsection (A)(2), an Affecte
Utility or Utility Distribution Company and its affiliate
shall not jointly employ the same employees. This ru
applies to Board of Directors and corporate officer
However, any board member or corporate officer of
holding company may also serve in the same capac
with the Affected Utility or Utility Distribution Com-
pany, or its affiliate, but not both. Where the Affecte
Utility is a multi-state utility, is not a member of a hold
ing company structure, and assumes the corporate go
nance functions for its affiliates, the prohibition outline
in this Section shall only apply to affiliates that opera
within Arizona.

7. Transfer of Goods and Services: To the extent that th
rules do not prohibit transfer of goods and servic
between an Affected Utility or Utility Distribution Com-
pany and its affiliates, all such transfers shall be subj
to the following price provisions:
a. Goods and services provided by an Affected Utili

or Utility Distribution Company to an affiliate shall
be transferred at the price and under the terms a
conditions specified in its tariff. If the goods or ser
vice to be transferred is a nontariffed item, the tran
fer price shall be the higher of fully allocated cost o
the market price. Transfers from an affiliate to it
affiliated Utility Distribution Company shall be
priced at the lower of fully allocated cost or fair mar
ket value.

b. Goods and services produced, purchased, or de
oped for sale on the open market by the Affecte
Utility or Utility Distribution Company will be pro-
vided to its affiliates and unaffiliated companies on
nondiscriminatory basis, except as otherwise perm
ted by these rules or applicable law.

8. No Cross-subsidization: A competitive affiliate of a
Affected Utility or Utility Distribution Company shall not
be subsidized by any rate or charge for any noncomp
tive service and shall not be provided access to confid
tial utility information.

B. Access to Information. As a general rule, an Affected Utilit
Utility Distribution Company, or Electric Service Provide
shall provide customer information to its affiliates and nona
filiates on a nondiscriminatory basis, provided prior affirma
tive customer written consent is obtained. Any noncustom
specific nonpublic information shall be made contemporan
ously available by an Affected Utility, Utility Distribution
Supp. 99-2 Page 150 June 30, 1999
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Company, or Electric Service Provider to its affiliates and all
other service providers on the same terms and conditions.

C. An Affected Utility or Utility Distribution Company shall
adhere to the following guidelines:
1. Any list of Electric Service Providers provided by an

Affected Utility or Utility Distribution Company to its
customers which includes or identifies the Affected Util-
ity’s or Utility Distribution Company’s competitive elec-
tric affiliates must include or identify nonaffiliated
entities included on the list of those Electric Service Pro-
viders authorized by the Commission to provide service
within the Affected Utility’s or Utility Distribution Com-
pany’s certificated area. The Commission shall maintain
an updated list of such Electric Service Providers and
make that list available to Affected Utilities or Utility
Distribution Companies at no cost.

2. An Affected Utility or Utility Distribution Company may
provide nonpublic supplier information and data, which it
has received from unaffiliated suppliers, to its affiliates or
nonaffiliated entities only if the Affected Utility or Utility
Distribution Company receives prior authorization from
the supplier.

3. Except as otherwise provided in these rules, an Affected
Utility or Utility Distribution Company shall not offer or
provide customers advice, which includes promoting,
marketing, or selling, about its affiliates or other service
providers.

4. An Affected Utility or Utility Distribution Company shall
maintain contemporaneous records documenting all tar-
iffed and nontariffed transactions with its affiliates,
including but not limited to, all waivers of tariff or con-
tract provisions and all discounts. These records shall be
maintained for a period of 3 years, or longer if required
by this Commission or another governmental agency.

D. Nondiscrimination. An Affected Utility, Utility Distribution
Company, or their affiliates shall not represent that, as a result
of the affiliation, customers of such affiliates will receive any
treatment different from that provided to other, nonaffiliated
entities or their customers. An Affected Utility, Utility Distri-
bution Company, or their affiliates shall not provide their affil-
iates, or customers of their affiliates, any preference over non-
affiliated suppliers or their customers in the provision of ser-
vices. For example:
1. Except when made generally available by an Affected

Utility, Utility Distribution Company, or their affiliates,
through an open competitive bidding process, if the
Affected Utility, Utility Distribution Company, or their
affiliates offers a discount or waives all or any part of any
charge or fee to its affiliates, or offers a discount or
waiver for a transaction in which their affiliates are
involved, the entity shall contemporaneously make such
discount or waiver available to all.

2. If a tariff provision allows for discretion in its applica-
tion, an Affected Utility or Utility Distribution Company
shall apply that provision equally among its affiliates and
all other market participants and their respective custom-
ers.

3. Requests from affiliates and nonaffiliated entities and
their customers for services provided by the Affected
Utility or Utility Distribution Company shall be pro-
cessed on a nondiscriminatory basis.

4. An Affected Utility or Utility Distribution Company shall
not condition or otherwise tie the provision of any service
provided, nor the availability of discounts of rates or
other charges or fees, rebates, or waivers of terms and

conditions of any services, to the taking of any goods 
services from its affiliates.

5. In the course of business development and customer r
tions, except as otherwise provided in these rules, 
Affected Utility or Utility Distribution Company shall
refrain from:
a. Providing leads to its affiliates;
b. Soliciting business on behalf of affiliates;
c. Acquiring information on behalf of, or provide

information to, its affiliates;
d. Sharing market analysis reports or any nonpublic

available reports, including but not limited to, mar
ket, forecast, planning, or strategic reports, with i
affiliates.

E. Compliance Plans. No later than December 31, 1998, e
Affected Utility or Utility Distribution Company shall file a
compliance plan demonstrating the procedures and mec
nisms implemented to ensure that activity prohibited by the
rules will not take place. The compliance plan shall be subm
ted to the Director, Utilities Division, and shall be in effec
until a determination is made regarding its compliance und
these rules. The compliance plan shall thereafter be submi
annually to reflect any material changes. An Affected Utili
or Utility Distribution Company shall have a performanc
audit prepared by an independent auditor in the 1st qua
after the end of each calendar year to examine complia
with the rules set forth herein, starting no later than the cal
dar year 1999, and every year thereafter until December 
2002.   Such audits shall be filed with the Director, Utilitie
Division. After December 31, 2002 the Director, Utilitie
Division, may request a Utility Distribution Company to con
duct such an audit.

F. Waivers
1. Any affected entity may petition the Commission for 

waiver by filing a verified application for waiver setting
forth with specificity the circumstances whereby the pu
lic interest justifies a waiver from all or part of the provi
sions of this rule.

2. The Commission may grant such application upon a fin
ing that a waiver is in the public interest.

Historical Note
Adopted by an emergency action effective August 10, 

1998, pursuant to A.R.S. § 41-1026, in effect for a maxi-
mum of 180 days (Supp. 98-3). Emergency adoption 

replaced by exempt permanent adoption effective 
December 31, 1998 (Supp. 98-4).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorne
General approval provisions of the Arizona Administrative Proce
dure Act (A.R.S. § 41-1041) by a court order (State of Arizona 
Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36 (C
App. 1992)).

R14-2-1618. Disclosure of Information
A. There are efforts under the auspices of the Western Confer-

ence of Public Service Commissioners to develop a tracking
mechanism as to the source of electrons. To facilitate customer
choice, the Commission intends to participate in developing
this tracking mechanism and a side-by-side comparison for
retail customers on price, price variability, fuel mix, and emis-
sions of electricity offered for sale in Arizona and the West.
Until this is accomplished, R14-2-1618 is a placeholder.

B. Each Load-Serving Entity shall prepare a consumer informa-
tion label that sets forth the following information for custom-
ers with a demand of less than 1 MW:
1. Price to be charged for generation services,
June 30, 1999 Page 151 Supp. 99-2
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2. Price variability information,
3. Customer service information,
4. Composition of resource portfolio,
5. Fuel mix characteristics of the resource portfolio,
6. Emissions characteristics of the resource portfolio,
7. Time period to which the reported information applies.

C. The Director, Utilities Division, shall develop the format and
reporting requirements for the consumer information label to
ensure that the information required by subsection (A) is
appropriately and accurately reported and to ensure that cus-
tomers can use the labels for comparisons among Load-Serv-
ing Entities. The format developed by the Director, Utilities
Division, shall be used by each Load-Serving Entity.

D. Each Load-Serving Entity shall include the information disclo-
sure label in a prominent position in all written marketing
materials specifically targeted to Arizona. When a Load-Serv-
ing Entity advertises in nonprint media, or in written materials
not specifically targeted to Arizona, the marketing materials
shall indicate that the Load-Serving Entity shall provide the
consumer information label to the public upon request.

E. Each Load-Serving Entity shall prepare an annual disclosure
report that aggregates the resource portfolios of the Load-
Serving Entity and its affiliates.

F. Each Load-Serving Entity shall prepare a statement of its
terms of service that sets forth the following information:
1. Actual pricing structure or rate design according to which

the customer with a load of less than 1 MW will be billed,
including an explanation of price variability and price
level adjustments that may cause the price to vary;

2. Length and description of the applicable contract and pro-
visions and conditions for early termination by either
party;

3. Due date of bills and consequences of late payment;
4. Conditions under which a credit agency is contacted;
5. Deposit requirements and interest on deposits;
6. Limits on warranties and damages;
7. All charges, fees, and penalties;

8. Information on consumer rights pertaining to estimated
bills, 3rd-party billing, deferred payments, recision of
supplier switches within 3 days of receipt of confirma-
tion;

9. A toll-free telephone number for service complaints;
10. Low-income rate eligibility;
11. Provisions for default service;
12. Applicable provisions of state utility laws; and
13. Method whereby customers will be notified of changes to

the terms of service.
G. The consumer information label, the disclosure report, and the

terms of service shall be distributed in accordance with the fol-
lowing requirements:
1. Prior to the initiation of service for any retail customer,
2. Prior to processing written authorization from a retail

customer with a load of less than 1 MW to change Elec-
tric Service Providers,

3. To any person upon request,
4. Made a part of the annual report required to be filed with

the Commission pursuant to law.
5. The information described in this subsection shall be

posted on any electronic information medium of the
Load-serving Entities.

H. Failure to comply with the rules on information disclosure or
dissemination of inaccurate information may result in suspen-
sion or revocation of certification or other penalties as deter-
mined by the Commission.

I. The Commission may establish a consumer information advi-
sory panel to review the effectiveness of the provisions of this
Section and to make recommendations for changes in the
rules.

Historical Note
Adopted by an emergency action effective August 10, 

1998, pursuant to A.R.S. § 41-1026, in effect for a maxi-
mum of 180 days (Supp. 98-3). Emergency adoption 

replaced by exempt permanent adoption effective 
December 31, 1998 (Supp. 98-4).
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TITLE 14.  PUBLIC SERVICE CORPORATIONS; CORPORATIONS; SECURITIES REGULATION

CHAPTER 3.  CORPORATION COMMISSION
RULES OF PRACTICE AND PROCEDURE

ARTICLE 1.  RULES OF PRACTICE AND PROCEDURE 
BEFORE THE CORPORATION COMMISSION

Section
R14-3-101. Scope and construction of rules, special orders
R14-3-102. Filing, fees, communications, hearing calendar and

general provisions
R14-3-103. Parties
R14-3-104. Appearances, rights of parties, representation by

attorney, conduct and former employees
R14-3-105. Intervention as party and other appearances
R14-3-106. Formal documents, requirement and timeliness,

motions, informal complaints and protests
R14-3-107. Filing and service of formal documents
R14-3-108. Prehearing conference
R14-3-109. Hearings, prehearings, conduct of hearings, proce-

dure, evidence, subpoenas, briefs, arguments, offi-
cial notice and rulings

R14-3-110. Hearing officer recommendations, service of recom-
mendations, decisions and orders

R14-3-111. Rehearings in cases relating to the regulation of pub-
lic service corporations

R14-3-112. Rehearings in cases relating to the regulation of
securities and corporations

R14-3-113. Unauthorized communications

ARTICLE 2.  RULES OF PRACTICE AND PROCEDURE 
BEFORE POWER PLANT AND TRANSMISSION LINE 

SITING COMMITTEE

Section
R14-3-201. Sessions of the committee
R14-3-202. Parties
R14-3-203. Applications
R14-3-204. Intervention
R14-3-205. Notice and service requirements
R14-3-206. Record of proceeding
R14-3-207. Amendment of documents
R14-3-208. Hearings
R14-3-209. Extensions of time
R14-3-210. Witnesses and subpoenas
R14-3-211. Documentary evidence
R14-3-212. Transcript of testimony
R14-3-213. Decision of committee and certificate
R14-3-214. Review of committee decision
R14-3-215. Computation of time -- holidays
R14-3-216. Application of Rules of Civil Procedure
R14-3-217. Office and address
R14-3-218. Filing fees
R14-3-219. Form of application for certificate of environmental

compatibility (pursuant to A.R.S. §§ 40-360.03 and
40-360.06)

ARTICLE 1.  RULES OF PRACTICE AND PROCEDURE 
BEFORE THE CORPORATION COMMISSION

The Arizona Corporation Commission, by virtue of the powers
in it vested under the Constitution and the laws of the state of Ari-
zona, does hereby promulgate these Rules of Practice and Proce-
dure.

The Commission hereby repeals administrative rules and regu-
lations, Title 14, Chapter 3, Article 1, also known as General Order
255 and does hereby adopt a new Title 14, Chapter 3, Article 1.

The revised Rules of Practice and Procedure adopted herein
shall be effective for all proceedings held by the Commission subse-
quent to January 1, 1976.

R14-3-101. Scope and construction of rules, special orders
A. Procedure governed.  Except as may be otherwise directed

the Commission, and when not in conflict with law or the re
ulations or orders of this Commission, these Rules of Prac
and Procedure shall govern in all cases before the Corpora
Commission including but not limited to those arising out 
Article XV of the Arizona Constitution, or Titles 10, 40, or 44
of the Arizona Revised Statutes.  In all cases in which pro
dure is set forth neither by law, nor by these rules, nor by re
lations or orders of the Commission, the Rules of Civ
Procedure for the Superior Court of Arizona as established
the Supreme Court of the state of Arizona shall govern.  N
withstanding any of the above, neither these rules nor 
Rules of Civil Procedure shall apply to any investigation b
the Commission, any of its divisions or its staff.

B. Liberal construction -- waiver.  These rules shall be libera
construed to secure just and speedy determination of all m
ters presented to the Commission. If good cause appears
Commission or the presiding officer may waive application 
these rules when not in conflict with law and does not affe
the substantial interests of the parties.

C. Rate hearing procedure for gas, electric, telephone, telegra
water and sewer corporations. Special orders of the Comm
sion shall govern over these rules in matters regarding not
intervention, service of pleadings and exhibits, and discove
for gas, electric, telephone, telegraph, water and sewer co
ration rate hearing.

Historical Note
Former Section R14-3-01 repealed, new Section R14-3-
01 adopted effective December 17, 1975 (Supp. 75-2). 

Amended effective March 13, 1979 (Supp. 79-2).

R14-3-102. Filing, fees, communications, hearing calendar
and general provisions
A. Offices.  The principal office of the Commission is in Phoeni

Arizona. A branch office of the Commission is maintained 
Tucson, Arizona.

B. Place of filing.  Formal documents and other papers requi
to be filed with the Commission shall be addressed to 
Commission and not to an individual, may be transmitted 
mail or express, or otherwise delivered, but must be recei
for filing at its offices in Phoenix or Tucson, Arizona, within
the time limit, if any, for such filing. All formal documents an
other papers filed with the Commission shall be limited in si
to 8 1/2 x 11 inches.

C. Correspondence and communication.  Communicatio
should contain the name and address of the correspondent
the appropriate certificate number, permit number, dock
number, title of proceeding and case number, if any, pertain
to the subject of the communication.

D. Docket numbers and title.  Each matter coming before 
Commission shall be given a docket number and title, desc
tive of the subject matter.

E. Fees and remittances.  Fees and remittances to the Com
sion shall be by money order, bank draft or check payable
"Arizona Corporation Commission".  Remittances in curren
or coin mailed to the Commission are wholly at the risk of t
Page 1 Revised Format 6/92
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remitter and the Commission assumes no responsibility for
loss thereof.  Postage stamps will not be accepted.

F. Hearing calendar.  A hearing calendar will be maintained by
the Executive Secretary of the Commission, and hearing
assignments shall be noted upon such calendar.  A copy of the
hearing calendar shall be maintained in the Tucson office of
the Commission and both such calendars shall be open for
public inspection during regular business hours of the Com-
mission.

G. Presiding officer.  Within the context of these rules "Presiding
Officer" shall mean a Commissioner or Hearing Officer con-
ducting a hearing.

Historical Note
Former Section R14-3-102 repealed, new Section R14-3-
102 adopted effective December 17, 1975 (Supp. 75-2). 
Amended subsection (B) effective July 8, 1980 (Supp. 

80-4). 

R14-3-103. Parties
A. Classification of parties.  Parties to any proceeding before the

Commission shall consist of and shall be designated "Appli-
cant", "Complainant", "Respondent", "Intervenor", or "Protes-
tant" according to the nature of the proceedings and the
relationship of the party thereto.

B. Applicant.  Any person requesting a certificate, permit, other
authority or any affirmative relief other than a complainant
shall be designated "Applicant".

C. Complainant.  Any person complaining pursuant to any statute
or any rule or order of the Commission shall be designated
"Complainant".

D. Respondent.  Any person against whom a complaint or peti-
tion is filed or any person who may be subject to having any
schedule, rate or tariff forfeited or revoked by the Commis-
sion, shall be designated as "Respondent".

E. Intervenor.  Any person permitted to intervene in any proceed-
ing shall be designated "Intervenor".

F. Protestant.  Any person permitted to protest in any proceeding
shall be designated "Protestant".

G. Two or more complainants.  Two or more complainants may
join in one complaint if their respective complaints are against
the same respondent or respondents and involve substantially
the same matter or thing and a like state of facts.

H. Multiple respondents.  If complaint be made of tariffs, rates,
fares, charges, regulations or practices involving more than
one public service corporation, all such public service corpora-
tions shall be made respondents.

I. Receivers and trustees.  The receiver or trustee of any person
subject to the orders of this Commission shall be a party in any
proceeding affecting such person and shall be designated as
herein provided.

Historical Note
Former Section R14-3-103 repealed, new Section R14-3-
103 adopted effective December 17, 1975 (Supp. 75-2).

R14-3-104. Appearances, rights of parties, representation by
attorney, conduct and former employees
A. Rights of parties.  At a hearing a party shall be entitled to enter

an appearance, to introduce evidence, examine and cross-
examine witnesses, make arguments, and generally participate
in the conduct of the proceeding.

B. Taking of appearances.  Parties shall enter their appearances at
the beginning of a hearing or at any time as may be designated
by the presiding officer or by order of the Commission by giv-
ing their names and addresses for the record and stating their
position or interest.

C. Designation of classes, parties.  When two or more parties
have substantially like interests and positions, the presiding
officer may declare them a class of parties present and appear-
ing for purposes of the hearing.  The members of a class shall
designate one of their number to be representative of a class in
the hearing.  If the members of a class cannot agree on a repre-
sentative, the presiding officer may designate one of them to
be representative of the class.
The presiding officer may deem participation by other mem-
bers of the same class to be cumulative and may restrict its
presentation accordingly. More than one class may be estab-
lished for a hearing.

D. Notice.  Whenever under these rules service is required or per-
mitted to be made upon a party represented by an attorney, the
service shall be made upon the attorney unless service upon
the party is ordered by the Commission. Service upon the
attorney or upon a party shall be made by delivering or mailing
a copy to him at his last known address, unless the Commis-
sion otherwise specifies.

E. Withdrawal of attorney.  The Commission or presiding officer
may permit the withdrawal of an attorney from any proceeding
upon written application and good cause shown under such
terms, conditions, and notices to clients and other parties as the
Commission or presiding officer may direct.  Oral application
for withdrawal may be made during any open proceeding
which is being reported.

F. Conduct required
1. All persons appearing before the Commission or a presid-

ing officer in any proceeding shall conform to the con-
duct expected in the Superior Court of the state of
Arizona.

2. Any alleged inappropriate conduct before a Commis-
sioner or a Hearing Officer shall be referred to the Com-
mission for appropriate action.

3. Contemptuous conduct by any person appearing at a
hearing shall be grounds for his exclusion by the presid-
ing officer from the hearing.

4. If the Commission finds that any person has committed
any improper or contemptuous conduct in any hearing
before the Commission or a presiding officer, the Com-
mission may impose such penalties provided by law that
it deems appropriate.

G. Former employees.  No former employee of the Commission
shall appear at any time after severing his employment with
the Commission as a witness on behalf of other parties in a for-
mal proceeding wherein he previously took an active part in
the investigation or preparation as a representative of the Com-
mission, except with the written permission of the Commis-
sion.

Historical Note
Former Section R14-3-104 repealed, new Section R14-3-
104 adopted effective December 17, 1975 (Supp. 75-2). 

Amended effective May 8, 1981 (Supp. 81-3).

R14-3-105. Intervention as party and other appearances
A. Intervention.  Persons, other than the original parties to the

proceedings, who are directly and substantially affected by the
proceedings, shall secure an order from the Commission or
presiding officer granting leave to intervene before being
allowed to participate.

B. Application.  An application for leave to intervene shall be in
writing and must state the basis for the application. Such appli-
cation shall be served and filed by an applicant at least five
days before the proceeding is called for hearing.  No applica-
tion for leave to intervene shall be granted where by so doing
the issues theretofore presented will be unduly broadened,
Revised Format 6/92 Page 2
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except upon leave of the Commission first had and received.
Upon the granting of an application to intervene by the Com-
mission or the presiding officer, the intervening person shall
thereafter be designated an "Intervenor".

C. Other appearances.  Notwithstanding the provisions of subsec-
tions R14-3-105(A) and R14-3-105(B), any consumer or pro-
spective consumer may appear at any proceeding and make a
statement on his own behalf, at a time designated by the Com-
mission or presiding officer. A person so appearing shall not
be deemed a party to the proceedings.
When two or more interested persons under this rule have sub-
stantially like interests and positions, the presiding officer may
declare them a class of interested persons for purposes of the
hearing.  The members of the class shall designate to be
spokesman for the class one of their number, or his attorney, or
such greater of their number, or attorneys, as the presiding
officer shall determine.  More than one class may be estab-
lished for a hearing.

Historical Note
Former Section R14-3-105 repealed, new Section R14-3-
105 adopted effective December 17, 1975 (Supp. 75-2).

R14-3-106. Formal documents, requirement and timeliness,
motions, informal complaints and protests
A. Formal documents.  Formal documents include applications,

complaints, answers, motions, replies and protests.
B. Verification.  Applications, complaints and answers need not

be verified unless required by law.
C. Form.  Formal documents shall be typewritten, reproduced or

printed, properly captioned and signed by an appropriate
authorized individual, officer or attorney.  Formal documents
shall state the name and address of each party thereto and shall
clearly identify the proceedings by docket number and title.

D. Defective filing. No case need be set for hearing wherein any
data required by statute or by General Order of this Commis-
sion has not been furnished by applicant.

E. Amendments to formal documents.  The Commission or pre-
siding officer, in his discretion, may allow any formal docu-
ment to be amended or corrected.  Formal documents will be
liberally construed and defects which do not affect substantial
rights of the parties will be disregarded.  The Commission or
presiding officer shall cause parties or formal documents to be
redesignated whenever necessary in accordance with these
rules.

F. Applications.  A request for a right, authority or other affirma-
tive relief (other than by complaint or counterclaim) or a
request for leave to intervene shall be designated an "Applica-
tion".  The application shall set forth the name and post office
address of the applicant and shall contain the facts upon which
the application is based, with such exhibits as may be required
or deemed appropriate by the applicant.

G. Application for rehearing.  A request for rehearing, filed either
under R14-3-111 or R14-3-112, shall be designated as an
"Application for Rehearing".  Applications filed under R14-3-
111 shall be governed by the provisions of that rule and A.R.S.
§ 40-253.  Applications filed under R14-3-112 shall be gov-
erned by that rule.

H. Answers.  Answers to complaints are required and must be
filed within 20 days after the date on which the complaint is
served by the Commission, unless otherwise ordered by the
Commission.  All answers shall be full and complete and shall
admit or deny specifically and in detail each allegation of the
complaint to which such answer is directed.  The answer shall
include a motion to dismiss if a party desires to challenge the
sufficiency of the complaint.

I. Protests.  Unless otherwise provided by special order of 
Commission, a person who may be adversely affected by
application shall have the right to file a written protest with th
Commission or be heard orally as a protestant at a public h
ing.

J. Response to application when required by Commission.  Af
the filing of an Application, the Commission in its discretio
may make any public service corporation or other person s
ject to its jurisdiction, a party to the proceedings and m
require such person or corporation to respond to the alle
tions of the Application.

K. Motions.  Motions shall conform insofar as practicable wi
the Rules of Civil Procedure for the Superior Court of the st
of Arizona.

L. Formal complaints. Complaints shall be in writing and sh
contain the name and address of the complainant, the nam
the person or company against whom complaint is made
complete statement of the grounds for said complaint, indic
ing the date or dates of the commission or omission of the a
or things complained of, and the nature of the relief sought
the complainant.  The complaint shall be signed by the co
plainant, or by one of the complainants if there be more th
one, or by an officer of the complainant if the complainant be
corporation, association or other organization, or for the co
plainant by an agent or attorney.  If the complainant has
attorney, his name and address shall appear in the comp
and he shall sign the complaint.

M. Informal complaints
1. Informal complaints may be made by letter or other wr

ing.  No particular form is required; however, the writin
must clearly state the matters complained of and must s
isfactorily identify the party complained against. It nee
not be verified but must be signed by the complainant
attorney and show the address of the complainant and
attorney if he has one.

2. Informal complaints may be handled by the Commissi
or staff, by correspondence or otherwise, with the part
affected in an endeavor to bring about a speedy adju
ment of the complaint without formal hearing.  Informa
procedure is recommended in all cases except th
which clearly cannot be adjusted informally. Proceedin
on informal complaints will be conducted without preju
dice to the complainant's right to file and prosecute a f
mal complaint if the matter cannot be properly adjust
informally, in which event the proceeding on the inform
docket will be discontinued.  A formal complaint mus
thereafter be filed if a hearing is desired.

Historical Note
Former Section R14-3-106 repealed, new Section R14-3-
106 adopted effective December 17, 1975 (Supp. 75-2). 

Amended effective March 13, 1979 (Supp. 79-2).

R14-3-107. Filing and service of formal documents
A. Formal documents.  An original and three legible copies of 

formal documents shall be filed with the Commission.  O
copy shall be served on any person who is already a part
the proceeding.  In addition, the Commission may direct tha
copy of any such documents shall be made available by 
party filing same to any person whom the Commission m
specify.

B. Manner of service.  Except as provided in R14-3-103(B) 
unless otherwise ordered by the Commission or otherwise p
vided by law, all notices, orders to show cause, opinions a
orders required to be served by the Commission and all do
ments filed by any party may be served by mail, and serv
thereof shall be deemed complete when a true copy of s
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paper or document, properly addressed and stamped, is depos-
ited in the United States mail with first class postage prepaid.

C. Proof of service.  There shall appear on all documents required
to be served by a party an acknowledgement of service or the
following certificate:

I hereby certify that I have this day served the foregoing
documents on all parties of record in this proceeding (by
delivering a copy thereof in person to
____________________________________________,)
(By mailing a copy thereof, properly addressed with first
class postage prepaid to __________________________
__________________________).
Dated at _______________________________, Arizona,
this ____ day of ________________, 19____

________________________________
(Signature)

Historical Note
Former Section R14-3-107 repealed, new Section R14-3-
107 adopted effective December 17, 1975 (Supp. 75-2).

R14-3-108. Prehearing conference
A. Procedure.  The Commission or presiding officer upon its own

motion or upon motion of any party and upon written notice to
all parties of record, may direct that a prehearing conference
shall be held for the purposes of formulating or simplifying the
issues, obtaining admissions of fact and of documents which
will avoid unnecessary proof, arranging for the exchange of
proposed exhibits or prepared expert testimony, limitation of
number of witnesses and consolidation of the examination of
witnesses, procedure at the hearing and such other matters
which may expedite orderly conduct and disposition of the
proceedings or settlements thereof.

B. Action taken.  The action taken at such conference and the
agreements made by the parties concerned shall be made a part
of the record and, if approved by the parties, such action will
control the course of subsequent proceedings, unless modified
at the hearing by the presiding officer.

C. Recessing hearing for conference.  In any proceeding the pre-
siding officer, in his discretion, may call all parties together for
a conference prior to the taking of testimony, or may recess the
hearing for such conference, with the view of carrying out the
purpose of this rule.  The presiding officer shall state on the
record the results of such conference.

Historical Note
Former Section R14-3-108 repealed, new Section R14-3-
108 adopted effective December 17, 1975 (Supp. 75-2).

R14-3-109. Hearings, prehearings, conduct of hearings, pro-
cedure, evidence, subpoenas, briefs, arguments, official notice
and rulings
A. Procedure.  Hearings will be held before one or more Commis-

sioners, one or more Hearing Officers, or any combination
thereof.  Notice of the place, date and hour of the hearing will
be served by the Commission at least ten days before the time
set therefor, unless otherwise provided by law or as ordered by
the Commission.

B. Publication of notice of hearings.  Publication of notice of
hearings shall be as required by law or as ordered by the Com-
mission in a particular proceeding.   If publication is required,
affidavit of publication shall be filed with the Arizona Corpo-
ration Commission at or prior to the time of initial hearing.

C. Dismissal of proceeding.  The Commission may dismiss the
application or complaint with or without prejudice or may
recess said hearing for a further period to be set by the Com-
mission.  A single Commissioner or a Hearing Officer may
adjourn or recess a hearing at any time to submit a recommen-

dation to the Commission to dismiss the proceeding, or may
recess said hearing for a further period to be set by the Com-
mission.

D. Preliminary procedure.  The presiding officer shall call the
proceeding for hearing and proceed to take the appearances
and act upon any pending motions or applications.  The parties
may then make opening statements if they desire.

E. Conduct at hearings.  All parties to hearings, their counsel and
spectators will conduct themselves in a respectful manner.
Smoking shall not be permitted at formal hearings of the Com-
mission.

F. Testimony under oath.  All testimony to be considered by the
Commission in formal hearings shall be under oath, except
matters of which judicial notice is taken or entered by stipula-
tion.

G. Order of procedure.  Applicants or complainants (each of
whom must carry the burden of proof) shall present their evi-
dence and then such parties as may be opposing the applica-
tion or complaint shall submit their evidence.  The presiding
officer shall determine the order in which parties shall intro-
duce their evidence.  Intervenors shall, insofar as possible, fol-
low the party with respect to whom their interests are most
closely identified.  If the intervention is not in support of either
original party, the presiding officer shall designate at which
stage such intervenors shall be heard.  Evidence will ordinarily
be received in the following order unless otherwise directed by
the presiding officer:

Upon applications
Applicant
Intervenors or protestants
Commission staff

Upon formal complaints
Complainant
Respondent
Commission staff
Intervenors

Upon complaints by Commission
Commission staff
Respondent
Intervenors

Examination of witnesses shall proceed as follows:
Direct examination by applicant
Cross-examination by each protestant or intervenor
Cross-examination by staff
Examination by presiding officer of Commissioners
Re-direct examination by applicant
Re-cross examination as permitted by the presiding
officer
Examination by presiding officer or Commissioners
Opening and closing statements may be allowed

Once a party has rested his case he shall not be allowed to
introduce further evidence without consent of the presiding
officer.

H. Consolidation.  The Commission or the presiding officer may
consolidate two or more proceedings in one hearing when it
appears that the issues are substantially the same and that the
rights of the parties will not be prejudiced by such procedure.
At such consolidated hearing the presiding officer shall deter-
mine the order in which all the parties shall introduce their evi-
dence and which party or parties shall open and close.

I. Limiting number of witnesses.  To avoid unnecessary cumula-
tive evidence, the presiding officer may limit the number of
witnesses or the time for testimony upon a particular issue.

J. Stipulations.  With the approval of the presiding officer, the
parties may stipulate as to any fact at issue, either by written
stipulation introduced in evidence as an exhibit or by oral
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statement shown upon the record and such stipulation shall be
binding upon all parties thereto.  The Commission or presiding
officer, may, however, require proof by evidence of the facts
stipulated to, notwithstanding the stipulation of the parties.

K. Rules of evidence.  In conducting any investigation, inquiry or
hearing, neither the Commission nor any officer or employee
thereof shall be bound by the technical rules of evidence, and
no informality in any proceeding or in the manner of taking of
testimony shall invalidate any order, decision, rule or regula-
tion made, approved or confirmed by the Commission.  Rules
of evidence before the Superior Court of the state of Arizona
will be generally followed but may be relaxed in the discretion
of the Commission or presiding officer when deviation from
the technical rules of evidence will aid in ascertaining the
facts.

L. Documentary evidence.  Unless otherwise ordered by the
Commission or presiding officer and if practicable, exhibits
should be limited in size when folded to 8 1/2 x 11 inches.  A
copy of each documentary exhibit shall be furnished to each
party of record present, and three additional copies shall be
furnished for the use of the Commission unless the Commis-
sion or presiding officer otherwise directs.  Where relevant and
material matter offered in evidence is embraced in a written or
printed statement, book or document of any kind containing
other matter not material or relevant and not intended to be put
in evidence, such statement, book or document in whole shall
not be received or allowed to be filed, but counsel and other
parties offering the same shall present in convenient and
proper form for filing a copy of such material and relevant
matter, or at the discretion of the presiding officer, read the
same into the record, and that only shall be received and
allowed to be filed as evidence and made a part of the record.
Whenever practicable, or when ordered by the Commission or
presiding officer, the parties shall interchange copies of exhib-
its before or at the hearing.  Any documentary evidence
offered, whether in the form of exhibit or introduced by refer-
ence, shall be subject to appropriate and timely objection.

M. Prepared testimony.  The Commission may order the prefiling
and service of testimony and exhibits.  Before any prepared
testimony is read, unless excused by the presiding officer, the
witness shall deliver copies thereof to the presiding officer, the
court reporter, and all counsel or parties.  Admissibility shall
be subject to the rules governing oral testimony. If the presid-
ing officer deems that substantial saving in time will result, he
may direct prepared testimony be copied into the record with-
out reading.

N. Resolutions.  Resolutions properly authenticated by the gov-
erning bodies of a governmental entity will be received in evi-
dence if offered at the hearing by the president, secretary, or
other proper person.  Such resolutions shall be received sub-
ject to rebuttal by adversely affected parties as to either the
authenticity of the resolution or the circumstances surrounding
its procurement.  Recitals of fact contained in resolutions shall
not be deemed proof of those facts, and such resolutions shall
only be received for the limited purpose of showing the
expression of the official action of the resolving body with
respect to the matter under consideration in the proceeding.

O. Subpoenas.  Subpoenas requiring the attendance of a witness
from any place in the state of Arizona to any designated place
of hearing for the purpose of taking testimony of such wit-
nesses orally before the Commission may be issued upon
application in writing.  A subpoena may also command the
person to whom it is directed to produce books, papers, docu-
ments or tangible things designated therein.  The application
for such subpoenas must specify, as clearly as possible, the
books, waybills, papers, accounts or other documents desired.

The Commission or presiding officer, upon motion made
promptly and, in any event, at or before the time specified in
the subpoena for compliance therewith may:
1. Quash the subpoena if it is unreasonable or oppressive, or
2. Condition denial of the motion upon the advancement by

the person in whose behalf the subpoena is issued, of the
reasonable cost of producing the books, waybills, papers,
accounts or other documents desired.

Witnesses who are summoned are entitled to the same fees as
are paid for like service in the courts of the state of Arizona,
such fees to be paid by the party at whose instance the witness
is subpoenaed.
If service of subpoena is made by an officer of the state or his
deputy, such service shall be evidenced by his return thereon.
In case of failure to make service, the reasons for the failure
shall be stated on the original subpoena.  In making service the
original subpoena shall be exhibited to the person served, shall
be read to him if he is unable to read, and a copy thereof shall
be left with him.  The original subpoena, bearing or accompa-
nied by the required return, shall be returned forthwith to the
Commission.

P. Depositions.  The Commission, a Commissioner, or any party
to any proceeding before it may cause the depositions of wit-
nesses to be taken in the manner prescribed by law and of the
civil procedure for the Superior Court of the state of Arizona.

Q. Continuance.  Either prior to hearing or during a hearing, and
on a showing of good cause, a matter may be continued by the
Commission or the presiding officer for submission of further
or additional evidence or for any other proper purpose.

R. Briefs.  In any hearing, briefs may be ordered by the Commis-
sion or presiding officer to be filed within such time as may be
allowed.  Four copies of briefs shall be filed with the Commis-
sion and shall be accompanied by a proof of service showing
service on other parties of record.

S. Oral argument.  Following the filing of briefs or upon con-
tested motions, the presiding officer may set the matter for oral
argument.

T. Official notice.  The presiding officer may take official notice
of the following matters:
1. Rules, regulations, official reports, decisions and orders

of the Commission and any regulatory agency of the state
of Arizona.

2. Contents of decisions, orders, certificates and permits
issued by the Commission.

3. Matters of common knowledge and technical or scientific
facts of established character.

4. Official documents, if pertinent, when properly intro-
duced into the record of formal proceedings by reference;
provided, however, that proper and definite reference to
such document shall be made by the party offering the
same and that the same is published and generally circu-
lated so that an opportunity shall be given to all of the
parties of interest at the hearing to examine the same and
present rebuttal evidence.

5. Such other matters as may be judicially noticed by the
Courts of the state of Arizona.

U. Reliance on other records in Commission’s files.  When a party
desires to offer in evidence any portion of the testimony,
exhibits, order, decision or record in any other proceeding
before the Commission, such portion shall be plainly desig-
nated in the stenographic record and, if admitted, shall be
deemed to be a part of the testimony in the immediate proceed-
ing without physical production and marking for identifica-
tion.

V. Open hearings.  All hearings conducted pursuant to these rules
shall be open to the public.
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W. Transcripts.  The Commission will cause a stenographic record
to be made of all public hearings.  Parties desiring copies of
such transcript may purchase same from the court reporter.

X. Objections and rulings.  When objections are made to the
admission or exclusion of evidence, the grounds relied upon
shall be stated briefly.  The presiding officer shall rule on the
admissibility of all evidence.

Y. Offer of proof.  An offer of proof for the record shall consist of
a statement of the substance of the evidence to which objection
has been sustained.

Z. Documents in the docket file as evidence for the record.  The
docket file is a public record and, as such, is available and
open to inspection to all.  Any document in such file shall not
be considered unless same is offered and accepted in evidence.
Such document need not be produced as an exhibit but may be
received in evidence by reference, provided that the particular
portions of such document are specifically identified and are
competent, relative and material.  If testimony in proceedings
other than the one being heard is offered in evidence, a copy
thereof shall be presented as an exhibit, unless otherwise
ordered by the presiding officer.

Historical Note
Former Section R14-3-109 repealed, new Section R14-3-
109 adopted effective December 17, 1975 (Supp. 75-2). 
Amended subsection (L) effective July 8, 1980 (Supp. 

80-4).

R14-3-110. Hearing officer recommendations, service of rec-
ommendations, decision and orders
A. Decisions.  A proceeding is submitted for decision by the

Commission after taking of evidence, the filing of briefs or the
presentation of oral argument as may have been prescribed by
the presiding officer.

B. Recommendations of Hearing Officers.  In a proceeding heard
by a Hearing Officer, the Hearing Officer shall prepare his rec-
ommendation which may be in the form of an opinion and
order, unless otherwise directed by the Commissioners.  Such
recommendation by the Hearing Officer shall become part of
the Docket.  Upon prior written request by a party to the Exec-
utive Secretary, a copy of such recommendation shall be sent
to such party by the Executive Secretary.  Such proposed order
shall include recommended findings, conclusions, and order,
which may be narrative form at the discretion of the Hearing
Officer.   
Any party to the proceeding may serve and file five copies of
exceptions to the proposed order within ten days after service
thereof.   There shall be no reply to exceptions and the pro-
posed order and any exceptions filed shall be submitted to the
Commission for its consideration.  
Any party to a proceeding may offer at the conclusion of the
hearing, a proposed order, with Findings of Fact and Conclu-
sions of Law for consideration by the Commission, or Hearing
Officer.

C. Service of orders.  Except as otherwise provided by law, con-
formed copies of orders of the Commission shall be served by
mailing copies thereof to the parties of record or their repre-
sentatives or by personal service thereof.

Historical Note
Former Section R14-3-110 repealed, new Section R14-3-
110 adopted effective December 17, 1975 (Supp. 75-2).

R14-3-111. Rehearings in cases relating to the regulation of
public service corporations
All applications filed under A.R.S. § 40-253 for further hearings,
rehearings, re-arguments, reconsideration or modification of orders
issued in proceedings arising out of Article XV of the Constitution

or Title 40 of Arizona Revised Statutes with respect to the Comm
sion's regulation of public service corporations shall be filed with
20 days from the date of the order of the Commission.

Historical Note
Former Section R14-3-111 repealed, new Section R14-3-
111 adopted effective December 17, 1975 (Supp. 75-2). 

Amended effective March 13, 1979 (Supp. 79-2).

R14-3-112. Rehearings in cases relating to the regulation of
securities and corporations
A. Except as provided in subsection (G), any party in a contes

case before the Commission arising out of Title 10 or 44 
Arizona Revised Statutes, who is aggrieved by a decision r
dered in such case may file with the Commission, not la
than ten days after service of the decision, a written appli
tion for rehearing or review of the decision specifying the pa
ticular grounds therefor. For purposes of this subsection
decision shall be deemed to have been served when person
delivered or mailed by certified mail to the party at his la
known residence or place of business.

B. An application for rehearing under this rule may be amend
at any time before it is ruled upon by the Commission.  
response may be filed within ten days after service of su
application or amended application by any other party or 
staff.  The Commission may require the filing of written brie
upon the issues raised in the application and may provide
oral argument.

C. A rehearing of the decision may be granted for any of the f
lowing causes materially affecting the moving party's rights:
1. Irregularity in the proceedings before the Commission 

any order or abuse of discretion, whereby the movi
party was deprived of a fair hearing;

2. Misconduct of the Commission, its staff or its hearin
officer or the prevailing party;

3. Accident or surprise which could not have been pr
vented by ordinary prudence;

4. Newly discovered material evidence which could n
with reasonable diligence have been discovered and p
duced at the original hearing;

5. Excessive or insufficient penalties;
6. Error in the admission or rejection of evidence or oth

errors of law occurring at the hearing;
7. That the decision is not justified by the evidence or 

contrary to law.
D. The Commission may affirm or modify the decision or grant

rehearing as to all or any of the parties and on all or part of 
issues for any of the reasons set forth in subsection (C). 
order granting a rehearing shall specify with particularity th
ground or grounds on which the rehearing is granted, and 
rehearing shall cover only those matters so specified.

E. The Commission, within the time for filing an application fo
rehearing under this rule, may on its own initiative order
rehearing or review of its decision for any reason for which
might have granted a rehearing on application of a party.  Af
giving the parties notice and an opportunity to be heard on 
matter, the Commission may grant an application for rehe
ing, timely served, for a reason not stated in the application.
either case, the order granting such a rehearing shall spe
the ground therefor.

F. When an application for rehearing is based upon affidav
they shall be served with the application.  An opposing pa
or the staff may within ten days after such service serve opp
ing affidavits.

G. If in a particular decision the Commission makes specific fin
ings that the immediate effectiveness of such decision is n
essary for the immediate preservation of the public pea
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health and safety and that a rehearing or review of the decision
is impracticable, unnecessary or contrary to the public interest,
the decision may be issued as a final decision without an
opportunity for a rehearing or review.   If a decision is issued
as a final decision without an opportunity for rehearing, any
application for judicial review of the decision shall be made
within the time limits permitted for applications for judicial
review of the Commission’s final decision.

Historical Note
Former Section R14-3-112 repealed effective December 
17, 1975 (Supp. 75-2). New Section R14-3-112 adopted 

effective March 13, 1979 (Supp. 79-2). 

R14-3-113. Unauthorized communications
A. Purpose.  It is the purpose of this rule to assist the members of

the Arizona Corporation Commission and its employees in
avoiding the possibility of prejudice, real or apparent, to the
public interest in proceedings before the Commission.

B. Application.  The provisions of this rule apply from the time a
contested matter is set for public hearing.  The provisions of
this rule do not apply to rule making proceedings.

C. Prohibitions.
1. No person shall make or cause to be made an oral or writ-

ten communication, not on the public record, concerning
the substantive merits of a contested proceeding to a com-
missioner or commission employee involved in the deci-
sion-making process for that proceeding.

2. No commissioner or commission employee involved in
the decision-making process of a contested proceeding
shall request, entertain, or consider an unauthorized com-
munication concerning the merits of the proceeding.

3. The provisions of this rule shall not prohibit:
a. Communications regarding procedural matters;
b. Communications regarding any other proceedings;
c. Intra-agency or non-party communications regard-

ing purely technical and legal matters;
d. Comments from the general public;
e. Communications among hearing officers, non-party

staff and commissioners.
D. Remedy.

1. A commissioner or commission employee who receives
an oral or written offer of any communication prohibited
by this rule must decline to receive such communication
and will explain that the matter is pending for determina-
tion and that all communication regarding it must be
made on the public record.  If unsuccessful in preventing
such communications, the recipient will advise the com-
municator that the communication will not be considered,
a brief signed statement setting forth the substance of the
communication and the circumstances under which it was
made, will be prepared, and the statement will be filed in
the public record of the case or proceeding.

2. Any person affected by an unauthorized communication
will have an opportunity to rebut on the record any facts
or contentions contained in the communication.

3. If a party to a contested proceeding makes an unautho-
rized communication, the party may be required to show
cause why its claim or interest in the proceeding should
not be dismissed, denied, disregarded, or otherwise
adversely affected on account of such violation.

Historical Note
Adopted effective January 3, 1986 (Supp. 86-1).

ARTICLE 2. RULES OF PRACTICE AND PROCEDURE 
BEFORE POWER PLANT AND TRANSMISSION LINE 

SITING COMMITTEE

R14-3-201. Sessions of the committee
A. Sessions of the Committee shall be held at such times and

places as the business of the Committee shall require and after
notice as provided in these Rules of Practice and Procedure.

B. Hearings on applications for certificates of environmental
compatibility, in the discretion of the chairman but subject to
overruling by a majority of the Committee within five days of
notice of his decision, shall be conducted by the Full Commit-
tee or by a hearing officer qualified under A.R.S. § 4
360.04(B).  There shall be no quorum requirement in the ev
a hearing is conducted by the full Committee.

C. Hearings shall be presided over by a Presiding Officer w
shall be either:
1. The chairman or his designee, in the event of a hear

conducted by the full Committee, or
2. The hearing officer.

D. For purposes of these rules, the chairman or his designee s
act as Presiding Officer with respect to each application unl
and until a hearing officer is designated in accordance w
subsection (B) hereof.

E. The powers and duties of the Presiding Officer, in addition
those set forth in these Rules of Practice and Procedure, s
include the authority to:
1. Administer oaths and affirmations.
2. Rule upon offers of proof and receive relevant evidenc
3. Take or cause depositions to be taken.
4. Regulate the course of a hearing.
5. Hold conferences, prior to the hearings at which tim

each party shall set forth the issues it wishes to presen
the hearing, and during the hearing for the settlement
the issues, and for such other purposes as the Presi
Officer deems appropriate.

6. Dispose of procedural requests or similar matters.
7. Examine witnesses.
8. Set the dates for the submission of transcript correction
9. Mail to each member of the Committee, within five day

after the transcript is prepared and delivered, a certifi
copy of the record of the hearings, including the tra
script and reproducible exhibits.

Effective 2-70.

Historical Note
Former General Order U-51, Article I.

R14-3-202. Parties
A. Parties to the proceedings before the Committee shall be 

ignated "applicants" or "intervenors".
1. Any person seeking a certificate shall be designat

"applicant".
2. Any other person having an interest in a proceedi

before the Committee shall be designated "intervenor".
B. The Presiding Officer by notice prior to or during the hearin

may require the consolidation of the representation of nong
ernmental parties having similar interests.

Effective 2-70.

Historical Note
Former General Order U-51, Article II.

R14-3-203. Applications
A. Twenty-five copies of each application for a certificate o

environmental compatibility and supporting exhibits an
accompanying information shall be filed with the Director o
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Utilities of the Commission, plus additional copies as may be
subsequently requested by the Director of Utilities.

B. The application shall be in the form prescribed in R14-3-219
of these rules and shall be accompanied by information with
respect to the proposed type of facilities and description of the
site, including the areas of jurisdiction affected and the esti-
mated cost of the proposed facilities on the site. The applica-
tion shall be delivered by the Director of Utilities to the
chairman of the Committee within five days after the date of
filing and shall be mailed to each member of the Committee
within ten days of the date of filing.

C. The "description of the site" referred to in R14-3-203(B)
hereof shall be reflected on a map accompanying the applica-
tion and may be general in nature. It shall not be necessary to
include either results of survey or a metes and bounds descrip-
tion.

D. An application may be filed in the alternative in situations
where the applicant is in doubt as to whether an application is
required by law.  In such instances the application shall request
a disclaimer of jurisdiction from the Committee or, in the alter-
native, a certificate of environmental compatibility.

E. A copy of the application shall be made available upon request
to the Director of Utilities to persons complying with the
requirements of R14-3-204 and shall in any event be available
for inspection as provided in R14-3-206.

F. Where applications have been filed for certificates of environ-
mental compatibility by more than one utility for transmission
lines to be constructed in the same right-of-way, the Presiding
Officer may require the consolidation of hearings on said
application.

Effective 2-70.

Historical Note
Former General Order U-51, Article III.

R14-3-204. Intervention
A. Any person entitled by A.R.S. § 40-360.05(A) or (C) to

become a party to a certification proceeding shall file with the
Director of Utilities 25 copies of a notice of intent to be a
party, not less than ten days before the date set for the hearing.
The notice of intent shall recite the interest of the person in the
proceedings.

B. Any person entitled by A.R.S. § 40-360.05(B) to make a lim-
ited appearance in a certification proceeding shall file with the
Director of Utilities three copies of a statement in writing, not
less than five days before the date set for the hearing, which
statement shall set forth its interest in the proceedings.

C. Persons making a limited appearance pursuant to A.R.S. § 40-
360.05(B) shall not be parties for the purposes of these pro-
ceedings.

D. The Presiding Officer may, upon his own motion and notice to
all parties to the proceeding ten days prior to the date set for
hearing, designate, as he deems appropriate, additional per-
sons as parties to the proceeding.  The notice shall set forth the
reasons for making such designation.

E. Upon the filing of a notice of intent or statement in writing
provided for in R14-3-204, the Director of Utilities shall serve
each member of the Committee with a copy thereof in the
manner provided in R14-3-203(B).  A copy of the notice or
statement shall be made available upon request to each party to
the proceeding.

F. No notice of intent to be a party, or statement, shall be
accepted for filing by the Director of Utilities after expiration
of the time periods set forth in R14-3-204.

G. When it becomes apparent to the Presiding Officer that an
issue exists with respect to whether an ordinance, master plan
or regulation of the state, a county or an incorporated city or

town is unreasonably restrictive and compliance therewith
not feasible in view of technology available, he shall promp
serve written notice of such fact upon the chief executi
officer of the area of jurisdiction affected and shall inform a
other parties to the proceedings.  Notwithstanding any pro
sion of law or these Rules of Practice and Procedure to 
contrary, the Presiding Officer shall make such area of jur
diction a party to the proceedings upon request filed within t
days of said notice, and upon becoming a party, evidence
such issue shall be taken during the course of the hearing
the hearing is otherwise completed, it shall be continued u
the time for such appearance expires or evidence is ta
whichever first occurs.

Effective 2-70.

Historical Note
Former General Order U-51, Article IV.

R14-3-205. Notice and service requirements
A. Notice of hearings, notice of intent to be a party and statem

of intent to make an appearance shall be served by certi
mail by the Presiding Officer.  Copies of each notice shall 
furnished in sufficient number as determined by the Presid
Officer to permit the service thereof upon all parties known
that time.

B. Except as provided in subsection (A) hereof, all other pape
except depositions, in proceedings pending before the Co
mittee, must, when filed or tendered to the Committee, sh
service thereof upon all parties to the proceeding.  Such 
vice shall be made by delivering in person or by mailing, pro
erly addressed with postage prepaid, one copy of 
instrument served, to each party to the proceeding.

C. When any party has appeared by an attorney or agent, ser
upon such attorney or agent shall be deemed service upon 
party.

D. Any notice to be directed to members of the Committee sh
be in writing and shall be delivered by regular mail and by c
tified mail, return receipt requested. Unless otherwise spe
fied in these Rules of Practice and Procedure, any such no
shall be deposited in the mails not less than ten days before
event therein described.

Effective 2-70.

Historical Note
Former General Order U-51, Article V.

R14-3-206. Record of proceeding
The Director of Utilities of the Corporation Commission sha
maintain a complete and separate record containing all docum
and exhibits filed in connection with each application.  Such rec
shall be made available upon request to the public during reg
business hours.  A copy of each application shall also be mainta
in the Corporation Commission's Tucson office for public inspe
tion during regular business hours.
Effective 2-70.

Historical Note
Former General Order U-51, Article VI.

R14-3-207. Amendment of documents
A. Any document provided for herein to be filed may be amend

only after a showing of good cause and at the discretion of 
Presiding Officer.

B. If the Presiding Officer determines an applicant's amendm
of an application or accompanying information constitutes
substantial deviation from the public notice given pursuant
R14-3-208(A), within three days of his decision to allo
amendment he shall notify the members of the Committee, 
subject to being overruled by a majority of the Committe
Revised Format 6/92 Page 8
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within ten days of notice of his decision, further hearings shall
be held thereon after public notice, as provided in R14-3-
208(A), in which event the 180-day period specified in R14-3-
213(A) shall be deemed to run from the date of such public
notice.

Effective 2-70.

Historical Note
Former General Order U-51, Article VII.

R14-3-208. Hearings
A. The Presiding Officer shall, within ten days after receiving an

application, provide:
1. Public notice as to the time and place of a hearing on the

application.
2. Notice by certified mail to the affected areas of jurisdic-

tion at least ten days prior to the date they are to respond
by requesting to become a party.

3. Notice to members of the Committee as provided in R14-
3-205(D).

B. Hearings shall be held not less than 30 or more than 60 days
after the date notice is first given and shall be held at the dis-
cretion of the Presiding Officer:
1. In the general area within which the proposed plant or

transmission line is to be located; or
2. At the State Capitol at Phoenix.

C. "Public notice", as used herein, shall mean two publications in
a daily or weekly newspaper of general circulation within the
general area in which the proposed plant or transmission line is
proposed to be located.  Such notice shall contain a general
description of the substance and purpose of such hearing.  If a
transmission line is proposed to be located in more than one
county, publication shall be made in each county wherein the
line is proposed to be located.

D. The Presiding Officer shall receive under oath and before a
court reporter the material, nonrepetitive evidence, and com-
ments of the parties to the proceedings and any rebuttal evi-
dence of the applicant.

E. At hearings upon application for a certificate, the applicant
shall open and close.  The order of presentation herein pre-
scribed shall be followed except as the Presiding Officer may
otherwise prescribe.  At hearings of several proceedings upon
a consolidation, the Presiding Officer shall designate the pro-
cedure to be followed.  Intervenors shall follow the applicant
in whose behalf or in opposition to whom the intervention is
made.

F. Individual parties may appear at the hearing on their own
behalf.  All other persons who are parties shall appear only by
a licensed attorney.

G. If the Committee, subsequent to the hearing, proposes to con-
dition issuance of the certificate on the use of a site other than
the site or alternate sites generally described in the notice
referred to in R14-3-207(A), a further hearing shall be held
thereon after public notice, as provided in R14-3-213(A), shall
be deemed to run from the date of such public notice.

Effective 2-70.

Historical Note
Former General Order U-51, Article VIII.

R14-3-209. Extensions of time
For good cause shown, continuances and extensions of time will be
granted in the discretion of the Presiding Officer, provided how-
ever, that when such continuance or extension is provided to an
applicant, the running of the 180-day period specified in R14-3-
213(A) shall be deemed to be tolled and shall cease to run during
such continuance or extension.  No such continuance or extension
shall be granted to an applicant until such applicant has waived its

right to "immediately proceed with construction of the planned
facilities" as provided in A.R.S. § 40-360.08(B) for a period of tim
equal to the applicable time period under these regulations; p
such continuance or extension.
Effective 2-70.

Historical Note
Former General Order U-51, Article IX.

R14-3-210. Witnesses and subpoenas
A. Subpoenas requiring the attendance of witnesses from 

place in the state of Arizona at any designated place of hea
may be issued by the Executive Secretary of the Corporat
Commission.

B. Subpoenas for the productions of books, papers or docum
shall be issued by the Executive Secretary only upon appli
tion in writing.  Applications to compel witnesses who are n
parties to the proceedings, or agents of such parties, to prod
documentary evidence must specify, as nearly as may be p
ticable, the books, papers, or documents desired.  Applicati
to compel a party to the proceedings to produce books, pa
or documents should set forth the books, papers or docum
sought, with a statement as to the reasons they will be of 
vice in the determination of the proceeding.

C. Witnesses who are summoned are entitled to the same fee
are paid for like service in the courts of the state of Arizon
such fees to be paid by the party at whose instance the witn
is called or subpoenaed.

D. If service of subpoena is made by an officer of the state or 
deputy, such service shall be evidenced by his return there
In case of failure to make service, the reasons for the fail
shall be stated on the original subpoena.  In making service
original subpoena shall be exhibited to the person served, s
be read to him if he is unable to read, and a copy thereof s
be left with him. The original subpoena, bearing or accomp
nied by the required return, shall be returned forthwith to t
Presiding Officer.

Effective 2-70.

Historical Note
Former General Order U-51, Article X.

R14-3-211. Documentary evidence
A. When relevant and material matter offered in evidence by a

party is embraced in a book, papers, or document contain
other matter, not material or relevant, the party must plain
designate the matter so offered.  If the other matter is in s
volume as would unnecessarily encumber the record, s
book, paper or document will not be received in evidence b
may be marked for identification and, if properly authent
cated, the relevant and material matter may be read into 
record, or if the Presiding Officer so directs, a true copy 
such matter shall be received as an exhibit, and like cop
delivered by the party offering the same to opposing parties
their attorneys or agents appearing at the hearing, who sha
afforded opportunity to examine the book, papers or doc
ment, and to offer in evidence in like manner other portio
thereof, if found to be material and relevant.

B. In case any matter contained in a report or other documen
file with the Committee or the Commission is offered in ev
dence, such report or other document need not be produce
marked for identification, but in other respects the provisio
of subsection (A) hereof shall apply.

C. In case any portion of the record before the Committee in a
proceeding other than the one on hearing is offered in e
dence, a true copy of such portion shall be presented for 
record in the form of an exhibit unless --
Page 9 Revised Format 6/92
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1. The party offering the same agrees to supply such copy
later at his own expense, if and when required by the
Committee; and

2. The portion is specified with particularity in such manner
as to be readily identified; and

3. The parties represented at the hearing stipulate upon the
record that such portion may be incorporated by refer-
ence, and that any other portion offered by any other
party may be incorporated by like reference subject to
paragraphs (1) and (2); and

4. The Presiding Officer directs such incorporation.  
Any portion so offered, whether in the form of an exhibit or by
reference, shall be subject to objection.

D. When exhibits of a documentary character are to be offered in
evidence, copies shall be furnished to the other parties, unless
the Presiding Officer otherwise directs.  Whenever practicable,
the parties should interchange copies of exhibits before or at
the commencement of the hearing;

E. When agreed upon by the parties at or after the hearing, the
Presiding Officer, if he deems advisable, may receive specified
documentary evidence as a part of the record within a time to
be fixed by him, but not more than five days after the final date
of hearing.

F. Unless the Presiding Officer shall otherwise direct, 25 copies
of each reproducible exhibit shall be furnished for the use of
the Committee.

Effective 2-70.

Historical Note
Former General Order U-51, Article XI.

R14-3-212. Transcript of testimony
Upon payment therefor, the reporter shall furnish to any person a
typewritten transcript of all or any part of the proceedings so
reported and, upon request, certify that such transcript is a correct
and complete statement of such proceedings.
Effective 2-70.

Historical Note
Former General Order U-51, Article XII.

R14-3-213. Decision of committee and certificate
A. The Committee shall review and consider the transcript and

record of the hearing or hearings and shall by a written deci-
sion of a majority of the members and notice to all parties
issue or deny a certificate or environmental compatibility
within 180 days after the date upon which the application has
been received by the chairman, except where additional time is
otherwise provided for herein or by stipulation or waiver.

B. Upon request of a majority of the Committee, the parties to a
certification proceeding may be requested to file briefs with
the Committee. Each brief should contain an abstract of the
evidence relied upon and requests for such specific findings as
the party thinks the Committee should make.  Briefs not filed
with the Committee and served on or before the dates fixed
therefor will not be received except by special permission of
the chairman.  All briefs must be accompanied by notice
showing service upon all other parties and 20 copies of each
brief shall be furnished for the use of the Committee.

C. If oral argument is requested by a majority of the Committee,
the chairman shall notify all parties and shall arrange for the
Committee to hear the argument within such limits of time as
he may determine.

D. Any member or members of the Committee may prepare for
the record separate written opinions setting forth their dis-
agreement or concurrence with the written decision of the
majority of the Committee.   Such opinions shall be appended
to the decision of the majority of the Committee, provided

they are received before notice of such decision is submitted to
the parties.

E. Should the estimated cost of the facilities or site be increased
as a result of the action of the Committee, such increase, as
determined by an independent engineering firm selected
jointly by the Committee and the applicant, shall be reflected
in the certificate issued by the Committee.

F. Upon notice filed with the Committee, and accompanied by an
agreement on a form supplied by the Committee in which the
transferee agrees to comply with the terms, limitations and
conditions contained within a certificate of environmental
compatibility, such certificate may be transferred to any utility.

Effective 2-70.

Historical Note
Former General Order U-51, Article XIII.

R14-3-214. Review of committee decision
A. Within five days of the issuance of a certificate of environ-

mental compatibility, the Committee shall transfer a copy of
said certificate along with its written decision, to the Corpora-
tion Commission for its review and approval, subject to sub-
section (B) hereof.

B. Within 15 days after the date the Committee has rendered its
written decision any party to a certification proceeding may
request a review thereof by the Corporation Commission.

C. Grounds for requesting review shall be stated in a written
notice filed with the Corporation Commission with a copy
thereof served on the chairman of the Committee and all par-
ties to the certification proceeding.

D. Within five days of receipt of the notice referred to in subsec-
tion (C) hereof, the chairman shall transmit to the Corporation
Commission the complete record, including a certified tran-
script.

Effective 2-70.

Historical Note
Former General Order U-51, Article XIV.

R14-3-215. Computation of time -- holidays
When the time prescribed by these rules for doing any act expires
on a Saturday, Sunday, or a legal holiday, such time shall extend to
and include the next succeeding day that is not a Saturday, Sunday,
or a legal holiday.
Effective 2-70.

Historical Note
Former General Order U-51, Article XV.

R14-3-216. Application of Rules of Civil Procedure
When not in conflict with law, these Rules of Practice and Proce-
dure shall govern in all cases before the Committee.  In all cases in
which procedure is not set forth either by law or by these rules, the
Rules of Civil Procedure for the Superior Courts of Arizona, as
established by the Supreme Court of Arizona, shall govern, except
as may be otherwise directed by the Corporation Commission.
Effective 2-70.

Historical Note
Former General Order U-51, Article XVI.

R14-3-217. Office and address
A. Applications and other papers required to be filed with the

Corporation Commission may be transmitted by mail or
express, or otherwise delivered but must be received for filing
at its office in Phoenix, Arizona, within the time limit, if any,
for such filing.

B. Papers required to be filed with the Committee may be trans-
mitted by mail or express, or otherwise delivered but must be
received for filing at the Arizona Corporation Commission,
Revised Format 6/92 Page 10
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Utilities Division, 1688 West Adams, Phoenix, Arizona
85007, within the time limit, if any, for such filing.

Effective 2-70.

Historical Note
Former General Order U-51, Article XVII.

R14-3-218. Filing fees
A. The fees to be paid pursuant to A.R.S. § 40-360.09, for each

application, shall be made payable to the Utility Siting Fund
and delivered to the chairman of the Commission on behalf of
the Committee at Phoenix, Arizona.

B. A receipt evidencing payment of the appropriate fee shall be
issued immediately in order to permit the applicant to comply
with A.R.S. § 40-360.03.

Effective 2-70.

Historical Note
Former General Order U-51, Article XVIII.

R14-3-219. Form of application for certificate of environ-
mental compatibility (pursuant to A.R.S. §§ 40-360.03 and 40-
360.06)
Applications for certificates of environmental compatibility shall be
typed or printed on 8 1/2 x 11 paper and shall contain the following
information, including information required as exhibits, in the
sequence provided:

1. Name and address of the applicant, or in the case of a
joint project, the applicants.

2. Name, address and telephone number of a representative
of an applicant who has access to technical knowledge
and background information concerning the application
in question and who will be available to answer questions
or furnish additional information.

3. State each date on which applicant has filed a ten-year
plan in compliance with A.R.S.§ 40-360.02 and designate
each such filing in which the facilities for which this
application is made were described.  If they have not been
previously described in a ten-year plan, state the reasons
therefore.

4. Description of the proposed facility, including:
a. With respect to an electric generating plant:

i. Type of generating facilities (nuclear, hydro,
fossil-fueled, etc.).

ii. Number and size of proposed units.
iii. The source and type of fuel to be utilized,

including a proximate analysis of fossil fuels.
iv. Amount of fuel to be utilized daily, monthly

and yearly.
v. Type of cooling to be utilized and source of any

water to be utilized.
vi. Proposed height of stacks and number of

stacks, if any.
vii. Dates for scheduled start-up and firm operation

of each unit and date construction must com-
mence in order to meet schedules.

viii. To the extent available, the estimated costs of
the proposed facilities and site, stated sepa-
rately.  (If application contains alternative sites,
furnish an estimate for each site and a brief
description of the reasons for any variations in
estimates.)

ix. Legal description of proposed site. (If applica-
tion contains alternative sites, list sites in order
of applicant's preference with a summary of
reasons for such order of preference and any
changes such alternative sites would require in
the plans reflected in (i) through (viii) hereof.)

b. With respect to a proposed transmission line:
i. Nominal voltage for which the line is designed

description of the proposed structures an
switchyards or substations associated ther
with; and purpose for constructing said trans
mission line.

ii. Description of geographical points betwee
which the transmission line will run, the
straight-line distance between such points an
the length of the transmission line for eac
alternative route for which application is made

iii. Nominal width of right-of-way required, nomi-
nal length of spans, maximum height of sup
porting structures and minimum height o
conductor above ground.

iv. To the extent available, the estimated costs 
proposed transmission line and route, stat
separately. (If application contains alternativ
routes, furnish an estimate for each route and
brief description of the reasons for any varia
tions in such estimates.)

v. Description of proposed route and switchyar
locations. (If application contains alternative
routes, list routes in order of applicant's prefe
ence with a summary of reasons for such ord
of preference and any changes such alternat
routes would require in the plans reflected in (
through (iv) hereof.)

vi. For each alternative route for which applicatio
is made, list the ownership percentages of la
traversed by the entire route (federal, stat
Indian, private, etc.).

5. List the areas of jurisdiction [as defined in A.R.S. § 4
360(1)] affected by each alternative site or route and d
ignate those proposed sites or routes, if any, which 
contrary to the zoning ordinances or master plans of a
of such areas of jurisdiction.

6. Describe any environmental studies applicant has p
formed or caused to be performed in connection with th
application or intends to perform or cause to be pe
formed in such connection, including the contemplate
date of completion.

Name of each Applicant
Signature of Authorized
   Representative of each
   Applicant

Certificate of Delivery
to Arizona Corporation
Commission stating the
date of such delivery.

EXHIBITS TO APPLICATION*
Exhibit A:
1. Where commercially available,** a topographic map

1:250,000 scale, showing the proposed plant site and the a
cent area within 20 miles thereof.  If application is made f
alternative plant sites, all sites may be shown on the same m
if practicable, designated by applicant's order of preference

2. Where commercially available,** a topographic map
1:62,500 scale, or each proposed plant site, showing the 
within two miles thereof.  The general land use plan with
this area shall be shown on the map, which shall also show
areas of jurisdiction affected and any boundaries between s
areas of jurisdiction.  If the general land use plan is unifo
throughout the area depicted, it may be described in the leg
in lieu of an overlay.
Page 11 Revised Format 6/92
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3. Where commercially available,** a topographic map,
1:250,000 scale, showing any proposed transmission line route
of more than 50 miles in length and the adjacent area.  For
routes of less than 50 miles in length, use a scale of 1:62,500.
If application is made for alternative transmission line routes,
all routes may be shown on the same map, if practicable, des-
ignated by applicant’s order of preference.

4. Where commercially available,** a topographic map,
1:62,500 scale, of each proposed transmission line route of
more than 50 miles in length showing that portion of the route
within two miles of any subdivided area.  The general land use
plan within the area shall be shown on a 1:62,500 map
required for Exhibit A-3, and for the map required by this
Exhibit A-4, which shall also show the areas of jurisdiction
affected and any boundaries between such areas of jurisdic-
tion.  If the general land use plan is uniform throughout the
area depicted, it may be described in the legend in lieu of on an
overlay.

_______________
* Duplication of information shall be avoided in the application

and exhibits through the use of cross-references.
** If a topographic map is not commercially available, a map of

similar scale, which reflects prominent or important physical
features of the area in the vicinity of the proposed site or route
shall be substituted.

Exhibit B:
Attach any environmental studies which applicant has made or
obtained in connection with the proposed site(s) or route(s). If an
environmental report has been prepared for any federal agency or if
a federal agency has prepared an environmental statement pursuant
to Section 102 of the National Environmental Policy Act, a copy
shall be included as a part of this exhibit.
Exhibit C:
Describe any areas in the vicinity of the proposed site or route
which are unique because of biological wealth or because they are
habitats for rare and endangered species.  Describe the biological

wealth or species involved and state the effects, if any, the proposed
facilities will have thereon.
Exhibit D:
List the fish, wildlife, plant life and associated forms of life in the
vicinity of the proposed site or route and describe the effects, if any,
the proposed facilities will have thereon.
Exhibit E:
Describe any existing scenic areas, historic sites and structures or
archaeological sites in the vicinity of the proposed facilities and
state the effects, if any, the proposed facilities will have thereon.
Exhibit F:
State the extent, if any, the proposed site or route will be available
to the public for recreational purposes, consistent with safety con-
siderations and regulations and attach any plans the applicant may
have concerning the development of the recreational aspects of the
proposed site or route.
Exhibit G:
Attach any artist’s or architect’s conception of the proposed plant or
transmission line structures and switchyards, which applicant
believes may be informative to the Committee.
Exhibit H:
To the extent applicant is able to determine, state the existing plans
of the state, local government and private entities for other develop-
ments at or in the vicinity of the proposed site or route.
Exhibit I:
Describe the anticipated noise emission levels and any interference
with communication signals which will emanate from the proposed
facilities.
Exhibit J:
Describe any special factors not previously covered herein, which
applicant believes to be relevant to an informed decision on its
application.
Effective 2-70.

Historical Note
Former General Order U-51, Article XIX.
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TITLE 14.  PUBLIC SERVICE CORPORATIONS; CORPORATIONS AND ASSOCIATIONS; SECURITIES REGULATION

CHAPTER 4.   CORPORATION COMMISSION 
SECURITIES

The Corporation Commission has determined that rules in this Chapter are exempt from the Attorney General certification provisions
of the Arizona Administrative Procedure Act (A.R.S. § 41-1041) by a court order (State of Arizona v. Arizona Corporation Commission, 114
Ariz. Adv. Rep. 36 (Ct. App. 1992)). This exemption means that the rule was not certified by the Attorney General. Because this Chapter was
filed under a rulemaking exemption, as determined by the Corporation Commission, other than a statutory exemption, the Chapteris printed
on green paper.

(Authority:  A.R.S. §§ 44-1821 and 44-1845)

ARTICLE 1.   IN GENERAL RELATING TO THE ARIZONA 
SECURITIES ACT

Section
Preamble
Severability

R14-4-101. Exempt transactions -- existing stockholders and/or
employees

R14-4-102. Exempt transactions -- restricted public offering
R14-4-103. Advertising and sales literature
R14-4-104. Registration of dealers and salesmen
R14-4-105. Promotional securities; definitions
R14-4-106. Options, warrants and rights to purchase
R14-4-107. Promoters equity
R14-4-108. Sales commission and expenses
R14-4-109. Examination of prospective dealers and salesmen
R14-4-110. Installment sales
R14-4-111. Commissions to officers and directors
R14-4-112. Impoundment of funds
R14-4-113. Impound dates -- application to extend
R14-4-114. Listing of certain publications as constituting recog-

nized manuals of securities, as used in A.R.S. § 44-
1844(11)

R14-4-115. Listing of national securities exchanges registered
under the Securities Exchange Act of 1934, as used
in A.R.S. § 44-1843(7)

R14-4-116. Inspection of registration information
R14-4-117. Repealed
R14-4-118. Statement required in prospectuses
R14-4-119. Repealed
R14-4-120. Financial statements
R14-4-121. Limitation on activities of securities salesmen
R14-4-122. Fingerprinting of salesmen
R14-4-123. Financial information required by applicants for

exemptions
R14-4-124. Net worth requirements for registration by descrip-

tion of commodity investment contracts or commod-
ity option contracts

R14-4-125. Commodities exchanges recognized for purposes of
A.R.S. § 44-1844(13)

R14-4-126. Limited Offerings
R14-4-127. Guidelines for securities filings pursuant to A.R.S. §

44-1846
R14-4-128. Unsolicited transactions
R14-4-129. Registration procedures for dealers and salesmen
R14-4-130. Dishonest and Unethical Conduct
R14-4-131. Supervision of Salesmen
R14-4-132. Books and Records of Dealers
R14-4-133. Definition of Partners and Executive Officers
R14-4-134. Guidelines for securities filings pursuant to A.R.S. §

44-1902
R14-4-135. Exempt securities - Multijurisdictional disclosure

system
R14-4-136. Exempt Transactions - Offers and Sales of Securities

Pursuant to Certain Compensatory Benefit Plans and

Contracts Relating to Compensation
R14-4-137. Exempt transactions - Securities issued pursuan

court or governmental order
R14-4-138. Foreign Security Exemption
R14-4-139. Reserved
R14-4-140. Exempt Public Offerings to Accredited Investors
R14-4-141. Solicitation of Interest Prior to the Filing of the Re

istration Statement
R14-4-142. Securities Offerings on the Internet
R14-4-143. Reserved
R14-4-144. Suitability Standards pursuant to A.R.S. § 44-184
R14-4-145. Exemption for Electronic Venture Capital Network
R14-4-146. Processing of Initial and Renewal Applications f

the Registration or Exemption of Securities Offe
ings

R14-4-147. Processing of Applications for Dealer and Salesm
Registration

  Table A. Arizona Corporation Commission Securities Div
sion - Time-Frames 

ARTICLE 2.  REPEALED

Former Article 2 consisting of Sections R14-4-201 through
R14-4-212 repealed effective May 16, 1978.

ARTICLE 3.  PROVISIONS RELATING TO 
ENFORCEMENT

Section
R14-4-301. Scope of Article
R14-4-302. Definitions
R14-4-303. Confidentiality
R14-4-304. Methods of Service of Subpoenas, Notices, Ord

and Other Administrative Documents
R14-4-305. Rights of Witnesses; Formal Interview; Procedure
R14-4-306. Notice of an Opportunity for a Hearing and Noti

of a Hearing
R14-4-307. Temporary Cease-and-desist Orders
R14-4-308. Rescission and Restitution

ARTICLE 1.   IN GENERAL RELATING TO THE ARIZONA 
SECURITIES ACT

Preamble: The following rules are hereby adopted by the Ar
zona Corporation Commission by the authority granted it 
Chapter 12, Article 3, Section 44-1821, A.R.S. Such ru
supersede all rules heretofore adopted, and from this date s
be generally applicable to the administration of the Securit
Act, and the procedure and practice before the Commiss
but the Commission may at any time abrogate the applicat
of any particular rule in any specific instance where the Co
mission may deem it advisable for equitable administration
the law.

The definitions set forth in A.R.S. § 44-1801 shall apply 
these rules in the same respect as they apply to the Sec
Act.
June 30, 1999 Page 1 Supp. 99-2
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All applicants seeking to register securities by qualification, or
who seek exemptions pursuant to A.R.S. §§ 44-1845 or 44-
1846 or who seek registration as a dealer or salesman shall
comply with the following rules.

Severability: If any provision of these rules be held invalid,
such invalidity shall not affect other provisions which can be
given effect without the invalid provision and to this end the
provisions of these rules are declared to be severable.

Historical Note
Former Order S-0; Amended effective July 18, 1985 

(Supp. 85-4).

R14-4-101. Exempt transactions -- existing stockholders and/
or employees
A. An offering of securities within or from this state which is

exclusively to bona fide employees and/or existing security
holders of the issuer and/or a subsidiary of such issuer, or if
the issuer is a subsidiary, is exclusively to the bona fide
employees and/or existing security holders of the issuer and/or
its parent, shall be added to the class of transactions exempt
under A.R.S. § 44-1844, provided that this exemption shall not
be construed to apply to an offering to be made in connection
with or integrated with an offering otherwise subject to A.R.S.
§§ 44-1841 and 44-1842, and further provided that:
1. The aggregate amount of the offering to be made within

or from this state shall not exceed $500,000.00; and
2. No commission or remuneration of any kind, other than

transfer agent’s fees, shall be paid directly or indirectly
by the issuer to any person in connection with the distri-
bution or sale of such securities; and

3. A verified statement of the details and purposes of the
offering and the financial condition of the issuer shall be
filed with the Commission at least ten days before the
offering is made, and no material change in the details of
the offering shall be effected thereafter without the con-
sent of the Commission; and

4. Any subscription contract calling for deferred payments
shall be subject to the approval of the Commission; and

5. If the issuer is not domiciled in this state or is not a corpo-
ration organized under the laws of the state, a consent to
service (Uniform Form U-2) shall be filed with the details
of offering prescribed in Paragraph (2) above.

B. This exemption is not to be construed as providing “blanket”
authority for an aggregate offering of $500,000.00, but is
available in specified amounts for specific purposes not in
excess of $500,000.00. Successive notices may be filed under
this rule by the same issuer until the total amount encompassed
in such filings equals the maximum amount permitted in this
exemption.

C. Form and contents of verified statement to be filed:
1. No particular form of instrument is prescribed for the fil-

ing of the required information due to extreme variables
in situations and conditions of offerings eligible for
exemption under this rule. The caption should, however,
clearly indicate the full name, type of organization, and
the state in which organized; and should be entitled a
“Notice of Intention to Sell Securities Pursuant to R14-4-
101”.

2. The details and purposes of the offering, to which refer-
ence is made in Subsection (A) Paragraph (3) above,
must be fully set out, including but not limited to a
description of the securities to be sold, number of units
and selling price per unit, method of offering, allocation
of proceeds and statement of financial condition prepared
in accordance with generally accepted accounting princi-
ples.

3. The text of the instrument must contain a recitation of t
facts clearly indicating that all conditions affecting eligi
bility for this exemption exist, and that the issuer ha
taken appropriate action to authorize the issuance of se
rities.

4. The instrument shall be executed by an authorized offi
of the issuer whose signature shall be verified under oa

5. The principal business address, and mailing addres
different therefrom, must be shown.

6. Below the verification of signature, the following form
for acknowledgment by the Commission shall be pr
vided:

“Receipt of the foregoing Notice of Intention to Se
Securities is acknowledged as of the date indicat
The Commission enters no objection to the offerin
described therein, and such offering may be com
menced __________________,19___.

 ARIZONA CORPORATION COMMISSION
Securities Division

____________________”

D. Filing of notice and exhibits.
1. The instrument is to be filed in duplicate (except that on

one copy of the financial statement is required if su
statement is attached to, rather than included in, 
instrument) one copy of which shall be acknowledge
and returned to the issuer as evidence of filing.

2. One copy of any subscription form or written materi
describing, or to be used in connection with, the offerin
must be filed with the notice.

E. Exemptions subject to denial and revocation: The Commiss
may in its discretion at any time deny or revoke the exempti
herein provided as to any issuer or issuers. In the event of s
denial or revocation the issuer or issuers affected thereby s
be notified of such action by the Director of the Securiti
Division of the Commission. Such notice shall be given b
registered mail.

Address all communications to
Arizona Corporation Commission
Securities Division
1200 West Washington Street
Phoenix, Arizona 85007

F. This exemption shall be effective for one year from the da
the Notice of Intention to Sell Securities is acknowledged 
the Director of Securities.

Historical Note
Former Order S-1; Amended effective May 16, 1978 

(Supp. 78-3). Amended Subsection (E) effective August 
4, 1982 (Supp. 82-4). Amended effective July 18, 1985 

(Supp. 85-4).

R14-4-102. Exempt transactions -- restricted public offering
A. An offering of securities within or from this state which offer

ing shall be made to not more than ten persons shall be ad
to the class of transactions exempt under A.R.S. § 44-18
provided that this exemption shall not be construed to apply
an offering to be made in connection with or integrated with 
offering otherwise subject to A.R.S. §§ 44-1841 and 44-184
and further provided that:
1. The aggregate amount of offering to be made within 

from this state shall not exceed $100,000.00; and
2. No commission or remuneration of any kind, other th

transfer agent’s fees, shall be paid directly or indirect
by the issuer to any person in connection with the dist
bution or sale of such securities; and

3. A verified statement of the details and purposes of t
offering and the financial condition of the issuer shall b
Supp. 99-2 Page 2 June 30, 1999
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filed with the Commission at least ten days before the
offering is made, and no material change in the details of
the offering shall be effected thereafter without the con-
sent of the Commission; and

4. Any subscription contract calling for deferred payments
shall be subject to the approval of the Commission; and

5. If the issuer is not domiciled in this state or is not a corpo-
ration organized under the laws of the state, a consent to
service (Uniform Form U-2) shall be filed with the details
of the offering prescribed in paragraph (2) above.

6. The issuer and any person acting on its behalf shall rea-
sonably believe prior to making any sale that the invest-
ment is suitable for the purchaser. For the limited purpose
of this condition only, it may be presumed that if the
investment does not exceed 20% of the investor’s net
worth (excluding principal residence, furnishings therein
and personal automobiles) it is suitable.

B. This exemption is not to be construed as providing “blanket”
authority for an aggregate offering of $100,000.00, but is
available in specified amounts for specific purposes not in
excess of $100,000.00. Successive notices may be filed under
this rule by the same issuer until the total amount encompassed
in such filings equals the maximum amount permitted in this
exemption.

C. Form and contents of verified statement to be filed:
1. No particular form of instrument is prescribed for the fil-

ing of the required information due to extreme variables
in situations and conditions of offerings eligible for
exemption under this rule. The caption should, however,
clearly indicate the full name, type of organization, and
state in which organized; and should be entitled a “Notice
of Intention to Sell Securities, pursuant to R14-4-102”.

2. The details and purposes of the offering, to which refer-
ence is made in subsection (A), paragraph (3) above,
must be fully set out, including but not limited to a
description of the securities to be sold, number of units
and selling price per unit, method of offering, allocation
of proceeds and statement of financial condition prepared
in accordance with generally accepted accounting princi-
ples.

3. The text of the instrument must contain a recitation of the
facts clearly indicating that all conditions affecting eligi-
bility for exemption exist, and that the issuer has taken
appropriate action to authorize the issuance of securities.

4. The instrument shall be executed by an authorized officer
of the issuer whose signature shall be verified under oath.

5. The principal business address, and mailing address if
different therefrom, must be shown.

6. Below the verification of signature, the following form
for acknowledgment by the Commission shall be pro-
vided:

“Receipt of the foregoing Notice of Intention to Sell
Securities is acknowledged as of the date indicated.
The Commission enters no objection to the offering
described therein, and such offering may be com-
menced __________________,19___.

ARIZONA CORPORATION COMMISSION
Securities Division

____________________”

D. Filing of notice and exhibits:
1. The instrument is to be filed in duplicate (except that only

one copy of the financial statement is required if such
statement is attached to, rather than included in, the
instrument) one copy of which shall be acknowledged
and returned to issuer as evidence of filing.

2. One copy of any subscription form or written materi
describing, or to be used in connection with, the offerin
must be filed with the notice.

E. Exemptions subject to denial and revocation: The Commiss
may in its discretion at any time deny or revoke the exempti
herein provided as to any issuer or issuers. In the event of s
denial or revocation the issuer or issuers affected thereby s
be notified of such action by the Director of Securities Div
sion of the Commission. Such notice shall be given by reg
tered mail.

Address all communications to:
Arizona Corporation Commission
Securities Division
1200 West Washington Street
Phoenix, Arizona 85007

F. This exemption shall be effective for one year from the da
the Notice of Intention to Sell Securities is acknowledged 
the Director of Securities.

Historical Note
Former Order S-2; Amended effective May 16, 1978 

(Supp. 78-3). Amended subsection (E) effective August 
4, 1982 (Supp. 82-4). Amended effective July 18, 1985 

(Supp. 85-4).

R14-4-103. Advertising and sales literature
A. Any advertising, communication, prospectus or sales literat

of any kind, published, exhibited, broadcast for radio or tele
sion, or used directly or indirectly in connection with the pu
chase or sale of any securities registered or subject
registration under A.R.S. §§ 44-1871 or 44-1891, shall be fil
with the Commission at least three days prior to its propos
use.

B. No advertising, communication, prospectus, or sales literat
of any kind shall contain:
1. Any untrue statement of material fact nor any omission

state any material fact necessary in order to make 
statements made, in the light of the circumstances un
which they were made, not misleading.

2. Any statement or inference that the securities offered 
without risk, that dividend returns are assured, or th
failure or loss is not possible.

3. Any comparison with alleged analogous situations, n
statistics or statements relating to the financial conditio
growth or business success of other companies or 
appreciation of or returns from the securities of oth
companies except that a statutory prospectus meeting
requirements of A.R.S. § 44-1894 may contain financ
and business information concerning subsidiaries or af
iates and statistics or statements concerning an issu
competitive position in its industry.

C. Any advertising, communication, prospectus, or sales lite
ture of any kind shall contain:
1. The name of the issuer and of the person circulating

publishing the same.
2. A statement showing the connection between the iss

or dealer and every person whose name is used or fr
whom quotations are made.

3. A statement clearly indicating the source and authority
all reports, statements, or claims used in whole or in p
or in any manner referred to therein relating to oil, gas
mineral occurrence, or production potentials of any kind

4. Other than in a statutory prospectus meeting the requ
ments of A.R.S. § 44-1894, substantially the followin
legend: “THIS IS NEITHER AN OFFER TO SELL NOR
A SOLICITATION OF AN OFFER TO BUY THE
SECURITIES DESCRIBED HEREIN. THE OFFERING
June 30, 1999 Page 3 Supp. 99-2
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IS MADE ONLY BY THE PROSPECTUS.” If printed,
the legend shall appear on the face of the advertisement,
communication, prospectus, or sales literature in type as
large as that used generally in the body thereof.

D. The body of all printed advertisements, communications, pro-
spectuses or sales literature shall be in Roman type at least as
large as ten-point modern type. However, to the extent neces-
sary for convenient presentation, financial statements and
other statistical or tabular data and the notes thereto may be in
Roman type at least as large as eight-point modern type. All
type shall be leaded at least two points.

E. No advertising, communication, prospectus or sales literature
of any kind shall be published in the same issue of a newspa-
per, magazine or other periodical on the same page as or on a
page opposite to, nor be broadcast from or on the same radio
station or television channel, immediately before or immedi-
ately after a separate advertisement or communication of or
concerning the issuer that is unrelated to the sale of its goods
or services but is related to the financial condition, growth or
business success of the issuer or other companies.

F. The full text of any report, statement or claim relating to oil,
gas, or mineral occurrence, or production potentials, used in
whole or in part or in any manner referred to in any advertis-
ing, communication, prospectus or sales literature of any kind,
shall be filed with the Commission at least three days prior to
its proposed use.

G. Oral statements made by salesmen or other persons in connec-
tion with the purchase or sale of a security registered or subject
to registration under A.R.S. §§ 44-1871 or 44-1891, supple-
menting, interpreting or explaining any advertising, communi-
cation, prospectus or sales literature are subject to all
applicable provisions of this rule and no person shall make any
statement contrary to the provisions hereof.

H. No advertising, communication, prospectus, or sales literature
not filed with the Commission shall be used, nor shall any
advertising, communication, prospectus, or sales literature
filed with the Commission be used after entry of an Order by
the Commission prohibiting its use.

I. The provisions of subsections (A) through (H) of this rule shall
not apply to advertising, communication, prospectus or sales
literature of any kind, published, exhibited, or broadcast for
radio or television, meeting the requirements of the Securities
and Exchange Commission Rule 156 [17 CFR 230.156] relat-
ing to advertising and sales literature used in the sale of invest-
ment company shares registered pursuant to the Investment
Company Act of 1940.

Historical Note
Former Order S-3; Amended effective August 4, 1982 

(Supp. 82-4). Amended subsection (I) effective July 18, 
1985 (Supp. 85-4).

R14-4-104. Registration of dealers and salesmen
No dealer or salesman as defined in A.R.S. § 44-1801 shall engage
in the following transactions unless such dealer or salesman is reg-
istered pursuant to Article 9 of this Chapter.

1. Transactions involving securities exempt from registra-
tion pursuant to A.R.S. § 44-1843(7) being securities
listed, or approved for listing upon the issuance thereof
upon the New York stock exchange, the American stock
exchange, Midwest stock exchange and any other
national securities exchanges registered under the Securi-
ties Exchange Act of 1934 as may hereafter from time to
time be designated by order of the Commission and secu-
rities designated or approved for designation on notice of
issuance on the National Market System of the National
Securities Association registered under the Securities

Exchange Act of 1934, and all securities senior or equ
in rank to any securities so listed or approved for listin
designated or approved for designation, or represented
subscription rights or warrants which have been so liste
designated or approved for listing and any warrant 
right to purchase or subscribe to any of the foregoing. N
dealer or salesman shall, however, be required to regi
for the purpose of selling or offering to sell that portion o
an offering of securities so listed, designated or approv
for listing which is directed to securities holders o
employees of an issuer when the offering is made by 
issuer, or is made by a dealer or salesman acting with
compensation other than a reasonable standby cha
applicable to such securities by virtue of a distributio
agreement relating to any balance of the offering rema
ing unsubscribed by existing securities holders 
employees of the issuer.

2. Transactions involving securities exempt from registr
tion pursuant to A.R.S. § 44-1844(4), being securiti
sold in an isolated transaction by or on behalf of the bo
fide owner thereof. No dealer or salesman shall, howev
be required to register for the purpose of acting witho
compensation as an agent for an owner or owners in
isolated transaction which is not made directly or ind
rectly for the benefit of the issuer or underwriter, an
which dealer or salesman does not engage in or offer
engage in repeated and successive transactions of a s
lar character. Repeated and successive transactions 
similar character are deemed to include transactions b
dealer or salesman acting as agent for, or dealing in 
securities owned by, one or more owners, whether 
securities are of the same or different issuers, in trans
tions recurring within such intervals of time as to reaso
ably indicate continuity or an association of acts.

3. Transactions involving securities exempt from registr
tion pursuant to A.R.S. § 44-1844(11), being securiti
theretofore sold and distributed to the public and conce
ing which information appears in a recognized manual 
securities at the time of sale.

4. Transactions involving securities issued by a nonpro
organization which is engaged in or intends to engage
the construction, operation, maintenance, or managem
of a hospital, sanitarium, rest home, clinic, medical hot
cemetery or mausoleum, pursuant to the provisions 
A.R.S. § 44-1843(6).

5. Transactions involving securities issued or guaranteed
any state or territory, or any political subdivision of suc
state or territory, or by the District of Columbia, or by an
agency or instrumentality of one or more of any of th
foregoing.

6. Transactions involving securities issued or guaranteed
any foreign government or by a political subdivision of 
foreign government.

7. Transactions involving securities exempt from registr
tion pursuant to A.R.S. § 44-1844(1), being transactio
by an issuer not involving any public offering. No deale
or salesman, however, shall be required to register unl
such dealer or salesman is engaged principally and prim
rily in the business of making a series of private offe
ings. For the purposes of this paragraph “series” mean
excess of four private offerings in any consecutive 1
month period occurring after the effective date of th
rule.

Historical Note
Former Order S-4; Amended effective August 20, 1976 

(Supp. 76-4). Amended effective June 15, 1978. 
Supp. 99-2 Page 4 June 30, 1999
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Amended as an emergency pursuant to A.R.S. § 41-1003, 
valid for only 90 days, to postpone effective date until 

July 17, 1978 (Supp. 78-3). Amended effective July 14, 
1978 to postpone effective date until November 1, 1978 

(Supp. 78-4). Amended paragraph (3) effective August 4, 
1982 (Supp. 82-4). Amended effective July 18, 1985 

(Supp. 85-4). Amended effective May 18, 1990 (Supp. 
90-2).

R14-4-105. Promotional Securities; Definitions
A. Promotional securities, held by promoters of a promotional

stage corporation that proposes to make a public offering of its
securities pursuant to A.R.S. Title 44, Chapter 12, Article 7,
except pursuant to A.R.S. § 44-1901, shall be subject to a
restrictive sales agreement in accordance with the provisions
of this Section.

B. As used in this Section, the following terms have the meaning
indicated.
1. “Consideration” includes cash, services rendered, and

tangible or intangible property.
2. “Earnings per share” means fully diluted earnings com-

puted in accordance with generally accepted accounting
principles.

3. “Promoters” means any person who meets any 1 of the
following conditions. Promoter does not include an unaf-
filiated institutional investor or a person who receives
either securities or proceeds solely as underwriting com-
pensation and who is not a promoter under subsection
(B)(3)(a), (c), (d), or (e).
a. Alone or in conjunction with 1 or more persons,

directly or indirectly, founded, organized, or con-
trols the issuer;

b. Directly or indirectly receives, as consideration for
service and property rendered, 5% or more of any
class of the issuer’s equity securities or 5% or more
of the proceeds from the sale of any class of the
issuer’s equity securities;

c. Is an officer, or director of the issuer;
d. Directly or indirectly, legally or beneficially owns

10% or more of the issuer’s outstanding shares
before or immediately following the public offering; 

e. Directly or indirectly, through 1 or more intermedi-
aries, controls or is controlled by, or is under com-
mon control with, a promoter as defined in
subsections (B)(3)(a) through (d).

4. “Promotional stage corporation” means a corporation that
has no public market for its shares and has no significant
earnings.

5. “Promotional securities” means securities issued to a pro-
moter, at any time during the 3-year period prior to the
proposed public offering date, that meet the conditions of
subsection (C). Promotional securities shall be limited to
common stock unless securities other than common stock
were issued for the primary purpose of evading this Sec-
tion.

6. “Public market” means a public place of exchange where
securities are bought and sold, directly or through inter-
mediaries. Public market excludes “thin markets” that do
not result in reliable prices. To determine if the securities
trade in a public market, the Commission may consider
the market history, the public trading volume, the spread
between the bid and asked prices, the number of market
makers, the public float, the pricing formula, the market-
place in which the securities trade, the length of time the
securities have been traded in that marketplace, and other
relevant factors.

7. “Restrictive sales agreement” means an agreem
between a promotional stage corporation and a promo
for the benefit of the shareholders of the corporatio
entered into prior to the proposed public offering of th
promotional stage corporation’s securities, subjecting t
promotional securities to a sales restriction for up to
years following the proposed public offering and includ
ing the terms contained in subsection (H). As a conditi
of registration, the issuer shall submit the agreement
the Commission for review.

8. “Significant earnings” means earnings per share, ba
upon the issuer’s shares outstanding immediately bef
the proposed public offering, of at least 1 of the follow
ing. Such test shall not be deemed the exclusive test
the determination of “significant earnings.”
a. 5% of the public offering price per common sha

for the prior fiscal year, or the period of the issuer
existence if less than 1 fiscal year; 

b. 4% of the public offering price per common sha
for each of the prior 2 fiscal years; or 

c. 3% of the public offering price per common sha
for each of the prior 3 fiscal years.

9. “Unaffiliated institutional investor” means any unaffili-
ated bank; investment company registered under 
Investment Company Act of 1940, 15 U.S.C. 80a-1 
80a-64 (1994), as amended; business development c
pany as defined in Section 2(a)(48) of the Investme
Company Act of 1940, 15 U.S.C. 80a-2(a)(48) (1994 
Supp. II 1996), incorporated by reference; small busine
investment company licensed by the U.S. Small Busine
Administration under Section 301 of the Small Busine
Investment Act of 1958, 15 U.S.C. 681 (1994), a
amended; employee benefit plan within the meaning 
Title I of the Employee Retirement Income Security Ac
of 1974, 29 U.S.C. 1002(3) (1994), incorporated by refe
ence; insurance company; private business developm
company as defined in Section 202(a)(22) of the Inve
ment Advisers Act of 1940, 15 U.S.C. 80b-2(a)(22
(1994), incorporated by reference; or comparable bu
ness entity engaged as a substantial part of its busines
the purchase and sale of securities and that owns less 
20% of the securities to be outstanding at the complet
of the proposed public offering. Copies of documen
incorporated by reference do not contain any later ame
ments or editions, are on file in the Office of the Secr
tary of State, and are available from the Securiti
Division of the Corporation Commission and from th
Superintendent of Documents, Government Printin
Office, Washington, D.C. 20402.

C. Securities that are issued to promoters for consideration val
at less than the following percentages of the proposed pu
offering price, in an amount that represents an ultimate righ
participation in excess of 15% of the securities to be outsta
ing at the completion of the proposed public offering, shall 
promotional securities. The value of consideration other th
cash received by the issuer for shares shall be establishe
the Commission’s satisfaction by appraisals, evidence 
amounts paid by others for substantially similar services 
property, evidence of a bona fide offer to purchase such s
vices or property, evidence of significant services rendered
contractually required to be rendered to the issuer, which m
take into account the relevant experience, special skills, a
other qualifications of the person rendering the service, or a
other evidence. The value of noncash consideration that c
not be established to the satisfaction of the Commission s
be 0.
June 30, 1999 Page 5 Supp. 99-2
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1. For all securities issued to a promoter within 1 year prior
to and including the date of the offering of securities to
the public: 85%.

2. For all securities issued to a promoter within 2 years but
not less than 1 year prior to and including the date of the
offering of securities to the public: 75%.

3. For all securities issued to a promoter within 3 years but
not less than 2 years prior to and including the date of the
offering of securities to the public: 65%.

D. A summary of the sales restriction terms shall be included in
the offering documents, and a legend evidencing the sales
restriction shall appear on each certificate representing the
shares subject to the restriction.

E. In the event that any of the following occurs during the term of
the restrictive sales agreement, the promotional securities shall
be released in accordance with subsection (G):
1. For 60 consecutive trading days commencing at least 90

days after the date of the offering of the securities to the
public, the issuer’s securities trade in a public market at a
price of not less than 150% of the offering price per
share.

2. For 90 consecutive trading days commencing at least 12
months after the date of the offering of the securities to
the public, the issuer’s securities trade in a public market
at a price of not less than 110% of the offering price per
share.

3. For any fiscal years ending after the date of the offering
of the securities to the public, the issuer has earnings per
share of at least:
a. 5% of the public offering price per common share

for that fiscal year;
b. 4% of the public offering price per common share

for that fiscal year and for the prior fiscal year, cal-
culated independently, whether or not such prior fis-
cal year ended after the date of the offering of the
securities to the public; or 

c. 3% of the public offering price per common share
for that fiscal year and for each of the 2 prior fiscal
years, calculated independently, whether or not such
prior fiscal years ended after the date of the offering
of the securities to the public.

4. The securities become covered securities as that term is
defined in subsection 18(b)(1)(A) of the Securities Act of
1933 (15 U.S.C. 77r(b)(1)(A) (Supp. II 1996)), incorpo-
rated by reference.

5. A bona fide tender offer or an offer to merge or otherwise
acquire the issuer’s equity securities by an unaffiliated
purchaser, pursuant to a vote by the majority of the share-
holders and in accordance with the following:
a. If the transaction occurs within 24 months of the

effective date of the offering registered with the
Commission, all public shareholders of the issuer
will receive cash in the amount of at least 2 times the
public offering price per share of equity securities at
the effective date of the tender offer, merger, or
other acquisition, or securities--listed or to be listed,
or qualified in all respects for listing, on the New
York Stock Exchange, the American Stock
Exchange, or the National Market System of the
National Association of Securities Dealers Auto-
mated Quotations System—in value equal to at least
2 times the public offering price per share of equity
securities at the effective date of the tender offer,
merger, or other acquisition.

b. If the transaction occurs more than 24 months after
the effective date of the offering registered with the

Commission, all public shareholders of the issu
will receive cash in the amount of at least 1 1/2 tim
the public offering price per share of equity secur
ties, or securities in value equal to at least 1 1
times the public offering price per share of equit
securities. 

6. The securities are transferred by will or pursuant to t
laws of descent and distribution or by court order. In a
such cases, only the securities so transferred shall
released from the terms of the restrictive sales agreem

F. If the promotional securities, or any part thereof, have not be
released pursuant to subsections (E)(1) through (6), then a
end of the 1st 12-month period after the date of commen
ment of the restrictive sales agreement, over each of the ne
calendar quarters, 1/8 of the promotional shares shall 
released from the restrictive sales agreement and the restric
legend may be removed from the certificates representing s
shares. There is no filing requirement in connection with t
securities released under this subsection.

G. Promotional securities shall automatically be released from 
restrictive sales agreement and the restrictive legend may
removed from the share certificates upon the filing with th
Commission of any 1 of the following:
1. With respect to subsections (E)(1), (2), or (4), a writte

representation from the promoter indicating complian
with the applicable subsection;

2. With respect to subsection (E)(3), a written represen
tion from the promoter indicating compliance with suc
subsection accompanied by financial statements, p
pared in accordance with generally accepted account
principles and audited and reported upon by an indep
dent certified public accountant, that indicate complian
with the subsection;

3. With respect to subsection (E)(5), a written represen
tion from the promoter indicating compliance with suc
subsection accompanied by any offering materials rel
ing to the specified transaction; or

4. With respect to subsection (E)(6), a certified copy of 
order issued by a court of competent jurisdiction th
orders the release or transfer of promotional securities
certified copy of an instrument of distribution filed with a
court of competent jurisdiction, or a written represent
tion from the issuer stating that the securities were tra
ferred pursuant to a will or the laws of descent an
distribution.

H. The restrictive sales agreement shall include the followi
terms and conditions:
1. Except as otherwise provided in the agreement, the p

motional securities shall not be transferred, sold, pledg
hypothecated, or encumbered nor shall the issuer rec
nize any attempted transfer, sale, pledge, hypothecat
or encumbrance for 3 years following the conclusion 
the proposed offering;

2. The number of promotional securities subject to t
restriction;

3. The identity of owners of the promotional securities;
4. The terms of release under subsections (E), (F), and (G
5. Any profits realized by a promoter who sells promotion

securities in violation of the restrictive sales agreeme
shall inure to and be recoverable by the issuer;

6. Promotional securities may be transferred by gift to fam
ily members, not more remote than 1st cousins, or 
trusts or similar instruments of which the promoter is th
beneficiary for estate-planning purposes, provided t
securities remain subject to the terms of the restricti
sales agreement;
Supp. 99-2 Page 6 June 30, 1999
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7. Promotional securities may be transferred by any method
or transaction approved by a majority of the shareholders
other than the promoters, provided the securities shall
remain subject to the terms of the restrictive sales agree-
ment;

8. Holders of promotional securities shall continue to have
all voting and other rights to which they are entitled by
ownership of the promotional securities; and 

9. All certificates representing stock dividends from promo-
tional securities and all securities resulting from stock
splits from promotional securities shall be subject to the
terms of the restrictive sales agreement.

I. A breach of the restrictive sales agreement by a promoter shall
be deemed a violation of this Section by such promoter.

Historical Note
Former Order S-5; Former Section R14-4-105 repealed, 
new Section R14-4-105 adopted effective July 30, 1986 
(Supp. 86-4). Amended by final rulemaking at 5 A.A.R. 

1437, effective April 19, 1999 (Supp. 99-2).

R14-4-106. Options, warrants and rights to purchase
A. The grant of options, warrants and rights to purchase to offic-

ers, directors and other employees in the form of incentive
stock options, warrants or rights to purchase in accordance
with Sec. 422A of the Internal Revenue Code of 1954, as
amended, will be considered justified.

B. The grant of options, warrants and rights to purchase to offic-
ers, directors and promoters not in accordance with Sec. 422A
of the Internal Revenue Code of 1954, as amended, will be
considered justified if all of the following conditions are met:
1. A certificate or instrument in evidence thereof is issued

prior to the commencement of the proposed public offer-
ing.

2. The number of shares covered thereby does not exceed
20% of the number of securities to be outstanding at the
completion of the proposed public offering.

3. The initial exercise price is reasonably related to the pub-
lic offering price.

4. They do not exceed ten years in duration.
5. The prospectus to be used in connection with the pro-

posed public offering contains a full disclosure as to the
terms and reasons for their grant.

Historical Note
Former Order S-6; Amended effective July 18, 1985 

(Supp. 85-4).

R14-4-107. Promoters equity
A. An amount equal to the following percentages of a proposed

public offering shall, before new stock is offered to the public,
be paid in or contributed in cash, or other tangibles by the
organizers and promoters, except in unusual instances and the
burden shall rest on the applicant to justify its exclusion from
the following schedule:

10% of the first $200,000.00
5% of the second $200,000.00
1% of the balance

 B. The value placed on any non-cash assets so paid in or contrib-
uted must be fully substantiated.

Historical Note
Former Order S-7

R14-4-108. Sales commission and expenses
A. No issuer shall incur a liability which must be paid by the

issuer as a selling expense in connection with the sale of a pub-
lic issuance greater than 15% of the amount of said issue actu-
ally sold to the public.

B. Selling expense shall include commissions, salaries, advertis-
ing and all other expense directly or indirectly incurred in con-
nection with the sale of securities, excluding, however:
1. Attorneys’ fees for services in connection with the issue

and sale of the securities and their qualification for sale
under applicable laws and regulations;

2. The cost of prospectuses, circulars and other documents
required to comply with such laws and regulations;

3. Other expenses incurred in connection with such qualifi-
cation and compliance with such laws and regulations;

4. Cost of authorizing and preparing the securities and docu-
ments relating thereto, including issue taxes and stamps;
and

5. Charges of transfer agents, registrars, indenture trustees,
escrow holders, depositories, auditors, and of engineers,
appraisers and other experts.

Historical Note
Former Order S-8.

R14-4-109. Examination of prospective dealers and salesmen
A. Prior to the registration of a dealer or salesman the Commis-

sion may require that each applicant take a written examina-
tion at a time and place specified by the Commission to
determine whether the business experience of the applicant is
sufficient to justify the registration of the said applicant.

B. The provisions as stated above shall not apply to those dealers
or salesmen whose names appear in the register of dealers and
salesmen as of the date of the adoption of these rules.

Historical Note
Former Order S-9.

R14-4-110. Installment sales
Marginal sales of securities will be permitted on an installment
basis with approximately 50% paid down at the time of subscription
and the balance payable within ten months.
subsection (A) will not apply:

1. To sales of partnership interests, or joint venture interests,
the issuer having made other installment arrangements
acceptable to the Director of Securities.

2. To securities registered under the Investment Company
Act of 1940.

3. In other unusual instances and the burden shall rest on the
applicant to justify its exclusion from said provision.

Historical Note
Former Order S-10.

R14-4-111. Commissions to officers and directors
No commission or sales fee will be allowed either directly or indi-
rectly to officers, directors or promoters of an issuer, when such
issuer is a dealer in its own securities, for sale of such securities,
unless such officers, directors, or promoters receive no other salary
or remuneration from such issuer and do not sell securities in more
than one issue at the same time.

Historical Note
Former Order S-11.

R14-4-112. Impoundment of funds
Funds held in a depository as a condition to registration shall be
deposited in a national bank or a bank organized pursuant to an Act
of Congress and supervised by an agency of the United States or by
a state bank which is supervised and regulated by an agency of this
state or of the United States. Funds so held may only be released by
order of the Commission.

Historical Note
Former Order S-12.
June 30, 1999 Page 7 Supp. 99-2
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R14-4-113. Impound dates -- application to extend
A period of one year from the date of effective registration of secu-
rities by an issuer shall ordinarily be the maximum time allowed to
such issuer to obtain the funds necessary to finance the proposed
enterprise outlined in the issuer’s prospectus. The request of any
issuer seeking a longer period of time will be looked upon with dis-
favor.

Historical Note
Former Order S-13.

R14-4-114. Listing of certain publications as constituting rec-
ognized manuals of securities, as used in A.R.S. § 44-1844(11)
Each of the following publications is approved by the Commission
as a recognized manual of securities within the meaning of that
term as used in A.R.S. § 44-1844(11):

1. Moody’s Industrial Manual,
2. Moody’s Municipal and Governmental Manual,
3. Moody’s Transportation Manual,
4. Moody’s Public Utility Manual,
5. Moody’s Bank and Financing Manual,
6. Standard & Poor’s Corporation Records,
7. Walker’s Manual of Western Corporations.

Historical Note
Former Order S-14; Amended effective May 16, 1978 
(Supp. 78-3). Amended effective July 18, 1985 (Supp. 
85-4). Amended paragraph (7) effective November 19, 

1987 (Supp. 87-4).

R14-4-115. Listing of national securities exchanges regis-
tered under the Securities Exchange Act of 1934, as used in
A.R.S. § 44-1843(7)
Each of the following national exchanges is approved by the Com-
mission as a recognized securities exchange within the meaning of
that term as used in A.R.S. § 44-1843(7):

1. New York Stock Exchange
2. American Stock Exchange
3. Midwest Stock Exchange
4. Pacific Coast Stock Exchange
5. Philadelphia Stock Exchange
6. Chicago Board Options Exchange

Historical Note
Former Order S-15; Amended effective August 20, 1976 
(Supp. 76-4). Amended effective July 18, 1985 (Supp. 

85-4).

R14-4-116. Inspection of registration information
All prospectuses for registration are available for public inspection
during business hours at the principal offices of the Arizona Corpo-
ration Commission, Phoenix, Arizona. Such prospectuses which are
available for public inspection are those which have an effective
registration date.

Historical Note
Former Order S-16.

R14-4-117. Repealed

Historical Note
Former Order S-17. Repealed effective December 21, 
1995, under an exemption from the Attorney General 
approval requirements of the Arizona Administrative 

Procedure Act (Supp. 95-4).

R14-4-118. Statement required in prospectuses
A. There shall be set forth on the outside front cover page of

every prospectus, printed in capital letters in bold face Roman
type at least as large as 10 point modern type and at least two

points leaded, whichever of the following statements shall 
applicable:

“THESE SECURITIES ARE REGISTERED UNDER
THE SECURITIES ACT OF ARIZONA, BUT THE
FACT OF SUCH REGISTRATION IS NOT TO BE
DEEMED A FINDING BY THE ARIZONA CORPO-
RATION COMMISSION NOR THE DIRECTOR OF
SECURITIES THAT THIS PROSPECTUS IS TRUE OR
ACCURATE, NOR DOES SUCH REGISTRATION
MEAN THAT THE COMMISSION OR THE DIREC-
TOR HAS PASSED UPON THE MERITS OF OR OTH
ERWISE APPROVED THE SECURITIES
DESCRIBED HEREIN. THESE SECURITIES HAVE
NOT BEEN REGISTERED WITH THE UNITED
STATES SECURITIES AND EXCHANGE COMMIS-
SION.”

or
“THESE SECURITIES HAVE NOT BEEN
APPROVED OR DISAPPROVED BY THE SECURI-
TIES AND EXCHANGE COMMISSION, NOR HAS
THE COMMISSION PASSED UPON THE ACCU-
RACY OR ADEQUACY OF THIS PROSPECTUS.
ANY REPRESENTATION TO THE CONTRARY IS A
CRIMINAL OFFENSE.”

or
“THESE SECURITIES ARE OFFERED PURSUANT
TO AN EXEMPTION FROM REGISTRATION WITH
THE UNITED STATES SECURITIES AND
EXCHANGE COMMISSION. THE COMMISSION
DOES NOT PASS UPON THE MERITS OF ANY
SECURITIES NOR DOES IT PASS UPON THE
ACCURACY OR COMPLETENESS OF ANY OFFER-
ING CIRCULAR OR OTHER SELLING LITERA-
TURE.”

B. There shall be set forth on the outside front cover page
every prospectus relating to securities
1. The issuer of which has not been engaged for three ye

in the principal business in which it is then engaged, or
2. The issuer of which has not had a net profit in any of 

last three fiscal years, or
3. Which are of a value materially dependent on proposed

promised future promotion or development, rather th
upon present tangible assets or conditions, or

4. In regard to a specific value of which the element 
chance or hazard or speculative profit or possible lo
equals or predominates over the element of reasona
certainty, safety and investment, or

5. The issuer of which has included, or proposes to inclu
in its assets as a material part thereof, speculative inta
ble assets, or has issued or proposes to issue a mat
part of its securities in payment for speculative intangib
assets (the term “speculative intangible assets” as he
used to be interpreted as referring to patents, copyrigh
formulae, good will, promotion, services rendered 
other intangible assets, the book value of which has 
been established to the satisfaction of the Commission
in consideration of the established value of which th
contributors thereof have recently been or are to be iss
securities at a price per unit substantially lower than t
price per unit of similar securities offered by the prospe
tus), or

6. Which are to be issued in furtherance or promotion of a
enterprise or scheme for the sale, development or exp
ration of unimproved or undeveloped land or interes
therein, unless the reasonable certainty, safety and inv
Supp. 99-2 Page 8 June 30, 1999
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the Commission, or

7. Which consist of any undivided interest or certificate of
participation based on any undivided interest in oil royal-
ties or oil leases where the value of such interests or cer-
tificates of participation materially depends on proposed
or promised future development, a statement, printed in
full face Roman type at least as large as 10 point modern
type and at least two points leaded, reading as follows:

“THESE ARE SPECULATIVE SECURITIES”.

Historical Note
Former Order S-18.

R14-4-119. Repealed

Historical Note
Former Order S-19; Repealed effective July 30, 1986 

(Supp. 86-4).

R14-4-120. Financial statements
A. Qualification of accountants

1. The Commission will not recognize any person as a certi-
fied public accountant who is not duly registered and in
good standing as such under the laws of the place of his
residency or principal office.

2. The Commission will not recognize any person as a pub-
lic accountant who is not in good standing and entitled to
practice as such under the laws of the place of his resi-
dency or principal office.

3. The Commission will not recognize any certified public
accountant or public accountant as independent who is
not in fact independent. An accountant will not be consid-
ered independent with respect to any person or any affili-
ate thereof in whom he has any financial interest direct or
indirect or with whom he is or was during the period of
the report connected as a promoter, underwriter, voting
trustee, attorney, director, officer, or employee.

B. Accountants -- report:
1. The accountant’s report shall be dated, shall have a con-

formed signature, shall indicate the city and state where
issued, and shall identify without detailed enumeration
the financial statements covered by the report.

2. The accountant’s report shall state whether the audit was
made in accordance with generally accepted auditing
standards and shall designate any auditing procedures
generally recognized as normal or deemed necessary by
the accountant under the circumstances of a particular
case which have been omitted and the reasons for their
omission.

3. Any matters to which the accountant takes exception
shall be thoroughly identified; the exception thereto spec-
ified and thoroughly stated, and to the extent practicable,
the effect of such exception on the related financial state-
ments given.

4. If, with respect to the report of the financial statements,
the principal accountant relies on a financial statement by
another accountant, the report of such other accountant
shall be filed as part of the applicant’s financial state-
ment.

C. Opinion to be expressed. The accountant’s report shall state
clearly:
1. The opinion of the accountant with respect to the finan-

cial statements covered by the report and the accounting
principles and practices reflected therein; and

2. The opinion of the accountant as to the consistency of the
application of the accounting principles, or, as to any

changes in such principles which have a material effe
on the financial statements.

D. Consents. If any accountant or other professional expert 
prepared or audited any report or opinion for use in connect
with an application for registration or an exemption for whic
a filing is required, such accountant or expert must file a co
of a signed consent in connection with such filing. The cons
shall be dated within 90 days of the application or filing
unless the Securities Division waives this requirement f
good cause shown.

Historical Note
Former Order S-20; Amended effective August 4, 1982 

(Supp. 82-4).

R14-4-121. Limitation on activities of securities salesmen
Salesmen registered to sell securities pursuant to the Securities
will not be allowed to sell securities for any more than three reg
tered dealers during any one six-months period, and shall no
allowed to sell securities for more than one dealer at one time.

Historical Note
Former Order S-21.

R14-4-122. Fingerprinting of salesmen
A. Prior to the registration or renewal of registration of a sale

man, pursuant to the provisions of the Securities Act, the Co
mission may require the applicant to be fingerprinted, at a ti
and place specified by the Commission, in order for the Co
mission to specifically check into the background of the app
cant.

B. Persons registered pursuant to the Arizona Securities Act c
tinuously for the past five consecutive years preceding July
1965 shall be exempt from this rule.

Historical Note
Former Order S-22; Amended subsection (A) effective 

July 18, 1985 (Supp. 85-4).

R14-4-123. Financial information required by applicants for
exemptions
To a petition filed pursuant to A.R.S. § 44-1846, or as part o
Notice of Intention to Sell Securities pursuant to rule R14-4-101
Rule R14-4-102, there shall be attached as an exhibit finan
statements consisting of a balance sheet as of a date within 90 
of the petition and statements of operations, stockholders’ eq
and retained earnings, and changes in financial position for eac
the preceding three years or for such lesser period as the issue
been engaged in business. Such financial statements shall be
pared in accordance with generally accepted accounting princip
and shall be:

1. Verified under oath, upon information and belief, by a
officer, a general partner, a joint venturer, a trustee, or 
sole proprietor of the issuer, whichever is appropria
depending upon its form of organization, by a stateme
which shall include the statements that:
a. The accompanying financial statements prese

fairly the issuer’s financial position on the date
indicated and the results of the issuer’s operatio
and changes in financial position for the period
indicated; and that

b. Such person has no knowledge of any material f
which would adversely affect the financial condi
tion, results of operations and changes in financ
position of such issuer as disclosed in such financ
statements; or

2. Audited by an independent public or certified indepe
dent public accountant, in which case such stateme
need not be as of a date within 90 days of the petition 
June 30, 1999 Page 9 Supp. 99-2
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may be as of a date within one year of the petition, pro-
vided that such audited statements are accompanied by
unaudited interim statements as of the date within 90 days
of the date of the petition.

Historical Note
Former Order S-23; Amended effective July 18, 1985 

(Supp. 85-4).

R14-4-124. Net worth requirements for registration by
description of commodity investment contracts or commodity
option contracts
A. An applicant for registration by description of commodity

investment contracts or commodity option contracts pursuant
to A.R.S. § 44-1871, shall file a financial statement, prepared
within 90 days of the date of application, which indicates to
the satisfaction of the Arizona Corporation Commission a net
worth of not less than $75,000.00. Any money, property or
other thing of value utilized by the applicant in order to com-
ply with the bonding requirements of A.R.S. § 44-1943, relat-
ing to registration as a Dealer in securities, shall be excluded
from the computation of net worth.

B. The net worth requirements prescribed herein shall be main-
tained throughout the period of registration by description and
shall be considered a condition thereof.

Historical Note
Former General Order S-24 not in original publication, 

correction (Supp. 75-1).

R14-4-125. Commodities exchanges recognized for purposes
of A.R.S. § 44-1844(13)
Commodities exchanges recognized by the Arizona Corporation
Commission for purposes of the exemption prescribed by A.R.S. §
44-1844(13), are as follows:

1. Domestic
a. Coffee, Sugar and Cocoa Exchange

4 World Trade Center
New York, NY 10048

b. Commodity Exchange Inc. CMX
4 World Trade Center
New York, NY 10048

c. New York Mercantile Exchange
4 World Trade Center
New York, NY 10048

d. Chicago Mercantile Exchange & International
Money Market
444 West Jackson Blvd.
Chicago, IL 60606

e. Chicago Board of Trade
141 W. Jackson Blvd.
Chicago, IL 60604

f. MidAmerica Commodity Exchange
175 West Jackson Blvd.
Chicago, IL 60604

2. Foreign
a. The London Metals Exchange

Plantation House, Fenchurch Street
EC3 LONDON, ENGLAND

b. The United Terminal Sugar Market Association
58 Mark Lane
EC3R 7NE LONDON, ENGLAND

c. The London Cocoa Terminal
58 Mark Lane
EC3R 7NE LONDON, ENGLAND

d. The Coffee Terminal Market Association
58 Mark Lane
EC3R 7NE LONDON, ENGLAND

Historical Note
Former General Order S-25 not in original publication, 

correction, Amended effective June 3, 1975 (Supp. 75-1). 
Amended effective July 18, 1985 (Supp. 85-4).

Editor’s Note: The following Section was amended under 
exemption from the Attorney General certification provisions of t
Arizona Administrative Procedure Act (See State of Arizona v. A
zona Corporation Commission, 114 Ariz. Adv. Rep. 36 (Ct. A
1992)), as determined by the Corporation Commission. T
exemption means that this rule as amended was not certified by
Attorney General.

R14-4-126. Limited Offerings
A. The following rule relates to transactions exempted from the

registration requirements of A.R.S. §§ 44-1841 and 44-1842
1. Attempted compliance with any part of this rule does n

act as an exclusive election. This rule is not available
any issuer for any transaction or chain of transactio
that, although in technical compliance with the rule, 
part of a plan or scheme to evade the registration pro
sions of the Arizona Securities Act (the “Securities Act”
The rule may be used for business combinations t
involve sales by virtue of Rule 145(a) under the Secu
ties Act of 1933 or otherwise.

2. Securities may be offered and sold outside the Unit
States in accordance with Regulation S under the Sec
ties Act of 1933 and pursuant to an applicable registrati
or exemption under the Securities Act even if coincide
offers and sales are made inside the United States
accordance with Regulation D and this rule. Thus, f
example, persons who are offered and sold securit
from Arizona in accordance with Regulation S would n
be counted in the calculation of the number of purchas
under this rule if the securities are registered or otherw
exempt under the Securities Act (such as exempt un
A.R.S. § 44-1844(A)(19)). Similarly, proceeds from suc
sales would not be included in the aggregate offeri
price. These provisions, however, do not apply if th
issuer elects to rely solely on Regulation D and this ru
for offers or sales to persons made outside the Uni
States.

3. Incorporation by reference. The following statutes, rule
regulations, and forms are incorporated herein by ref
ence and on file with the office of the Secretary of State
a. Under the Securities Act of 1933: Section 2(13), 1

U.S.C. 77b(13) (1988) (“Section 2(13) of the Secur
ties Act of 1933”); Section 3(a)(2), 15 U.S.C
77c(a)(2) (1988) (“Section 3(a)(2) of the Securitie
Act of 1933”); Section 3(a)(5)(A), 15 U.S.C.
77c(a)(5)(A) (1988) (“Section 3(a)(5)(A) of the
Securities Act of 1933”); Section 4(2), 15 U.S.C
77d(2) (1988) (“Section 4(2) of the Securities Act o
1933”); Rule 145(a), 17 CFR 230.145(a) (1994
(“Rule 145(a) under the Securities Act of 1933”)
Rule 405, 17 CFR 230.405 (1994) (“Rule 405 und
the Securities Act of 1933”); Regulation A, 17 CFR
230.251 to 230.263 (1994) (“Regulation A”); Regu
lation D, 17 CFR 230.501 to 230.508 (1994) (“Reg
ulation D”); Regulation S, 17 CFR 230.901 to
230.904 (1994) (“Regulation S”); Item 310 of Regu
lation S-B, 17 CFR 228.310 (1994) (“Item 310 o
Regulation S-B”); Part II of Form 1-A, 17 CFR
239.90 (1994) (“Part II of Form 1-A”); Form S-1, 17
CFR 239.11 (1994) (“Form S-1”); Form SB-1, 17
CFR 239.9 (1994) (“Form SB-1”); Form SB-2, 17
CFR 239.10 (1994) (“Form SB-2”); Form S-11, 17
Supp. 99-2 Page 10 June 30, 1999
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CFR 239.18 (1994) (“Form S-11”); Form S-4, 17
CFR 239.25 (1994) (“Form S-4”); Form D, 17 CFR
239.500 (1994) (“Form D”); Form F-1, 17 CFR
239.31 (1994) (“Form F-1”);

b. Under the Securities Exchange Act of 1934: Section
13, 15 U.S.C. 78m (1988 & Supp.V 1993) (“Section
13 of the Securities Exchange Act of 1934”); Sec-
tion 13(a), 15 U.S.C 78m(a) (1988) (“Section 13(a)
of the Securities Exchange Act of 1934”); Section
14(a), 15 U.S.C. 78n(a) (1988) (“Section 14(a) of
the Securities Exchange Act of 1934”); Section
14(c), 15 U.S.C. 78n(c) (1988 & Supp.V 1993)
(“Section 14(c) of the Securities Exchange Act of
1934”); Section 15, 15 U.S.C. 78o (1988 & Supp.V
1993) (“Section 15 of the Securities Exchange Act
of 1934”); Section 15(d), 15 U.S.C. 78o(d) (1988)
(“Section 15(d) of the Securities Exchange Act of
1934”); Rule 14a-3, 17 CFR 240.14a-3 (1994)
(“Section 240.14a-3 under the Securities Exchange
Act of 1934”); Rule 14c-3, 17 CFR 240.14c-3
(1994) (“Section 240.14c-3 under the Securities
Exchange Act of 1934”); Form 10-K, 17 CFR
249.310 (1994) (“Form 10-K”); Form 10-KSB, 17
CFR 249.310b (1994) (“Form 10-KSB”); Form 10-
SB, 17 CFR 249.210b (1994) (“Form 10-SB”);
Form 10, 17 CFR 240.210 (1994) (“Form 10”);
Form 20-F, 17 CFR 249.220f (1994) (“Form 20-F”);

c. Investment Company Act of 1940, 15 U.S.C. 80a-1
to 80a-64 (1988 & Supp. V 1993) (“Investment
Company Act of 1940”) and Section 2(a)(48) of the
Investment Company Act of 1940, 15 U.S.C. 80a-
2(a)(48) (1988) (“Section 2(a)(48) of the Investment
Company Act of 1940”);

d. Sections 301(c) and 301(d) of the Small Business
Investment Act of 1958, 15 U.S.C. 681(c) and
681(d) (1988) (“Section 301(c) or (d) of the Small
Business Investment Act of 1958”);

e. Title I of the Employee Retirement Income Security
Act of 1974, 29 U.S.C. 1001 to 1169 (1988 &
Supp.V 1993) (“Title I of the Employee Retirement
Income Security Act of 1974”) and Section 3(21) of
the Employee Retirement Income Security Act of
1974, 29 U.S.C. 1002(21) (1988) (“Section 3(21) of
the Employee Retirement Income Security Act of
1974”);

f. Investment Advisers Act of 1940, 15 U.S.C. 80b-1
to 80b-21 (1988 & Supp. V 1993) (“Investment
Advisers Act of 1940”) and Section 202(a)(22) of
the Investment Advisers Act of 1940, 15 U.S.C.
80b-2(a)(22) (1988) (“Section 202(a)(22) of the
Investment Advisers Act of 1940”);

g. Section 501(c)(3) of the Internal Revenue Code, 26
U.S.C. 501(c)(3) (1988) (“Section 501(c)(3) of the
Internal Revenue Code”).

B. Definitions and terms. As used in this rule, the following terms
shall have the meaning indicated:
1. “Accredited investor”. “Accredited investor” shall mean

any person who comes within any of the following cate-
gories, or who the issuer reasonably believes comes
within any of the following categories, at the time of the
sale of the securities to that person:
a. Any bank as defined in Section 3(a)(2) of the Securi-

ties Act of 1933, or any savings and loan association
or other institution as defined in Section 3(a)(5)(A)
of the Securities Act of 1933 whether acting in its
individual or fiduciary capacity; any broker or dealer

registered pursuant to Section 15 of the Securit
Exchange Act of 1934; any insurance company 
defined in Section 2(13) of the Securities Act o
1933; any investment company registered under t
Investment Company Act of 1940 or a busine
development company as defined in Sectio
2(a)(48) of that Act; Small Business Investmen
Company licensed by the U.S. Small Busine
Administration under Section 301(c) or (d) of th
Small Business Investment Act of 1958; any pla
established and maintained by a state, its politic
subdivisions, or any agency or instrumentality of 
state or its political subdivisions for the benefit of it
employees, if such plan has total assets in excess
$5,000,000; any employee benefit plan within th
meaning of Title I of the Employee Retiremen
Income Security Act of 1974, if the investment dec
sion is made by a plan fiduciary, as defined in Se
tion 3(21) of such Act, which is either a bank
savings and loan association, insurance company
registered investment adviser, or if the employe
benefit plan has total assets in excess of $5,000,0
or, if a self-directed plan, with investment decision
made solely by persons that are accredited investo

b. Any private business development company 
defined in Section 202(a)(22) of the Investmen
Advisers Act of 1940;

c. Any organization described in Section 501(c)(3) 
the Internal Revenue Code, corporation, Massach
setts or similar business trust, or partnership, n
formed for the specific purpose of acquiring th
securities offered, with total assets in excess 
$5,000,000;

d. Any director, executive officer, or general partner o
the issuer of the securities being offered or sold, 
any director, executive officer, or general partner 
a general partner of that issuer;

e. Any natural person whose individual net worth, o
joint net worth with that person’s spouse, at the tim
of his purchase exceeds $1,000,000;

f. Any natural person who had an individual income i
excess of $200,000 in each of the two most rece
years or joint income with that person’s spouse 
excess of $300,000 in each of those years and ha
reasonable expectation of reaching the same inco
level in the current year;

g. Any trust, with total assets in excess of $5,000,0
not formed for the specific purpose of acquiring th
securities offered, whose purchase is directed by
sophisticated person as described in subsect
(F)(2)(b) of this rule; and

h. Any entity in which all of the equity owners are
accredited investors.

2. “Affiliate”. An “affiliate” of, or person “affiliated” with,
a specified person shall mean a person that directly,
indirectly through one or more intermediaries, controls 
is controlled by, or is under common control with, th
person specified.

3. “Aggregate offering price”. “Aggregate offering price”
shall mean the sum of all cash, services, property, no
cancellation of debt, or other consideration to be receiv
by an issuer for issuance of its securities. Where sec
ties are being offered for both cash and non-cash con
eration, the aggregate offering price shall be based on
price at which the securities are offered for cash. A
portion of the aggregate offering price attributable to ca
June 30, 1999 Page 11 Supp. 99-2
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received in a foreign currency shall be translated into
United States currency at the currency exchange rate in
effect at a reasonable time prior to or on the date of the
sale of the securities. If securities are not offered for cash,
the aggregate offering price shall be based on the value of
the consideration as established by bona fide sales of that
consideration made within a reasonable time, or, in the
absence of sales, on the fair value as determined by gen-
erally accepted accounting principles. Such valuations of
noncash consideration must be reasonable at the time
made.

4. “Business combination”. “Business combination” shall
mean any transaction of the type specified in paragraph
(a) of Rule 145 under the Securities Act of 1933 and any
transaction involving the acquisition by one issuer, in
exchange for all or a part of its own or its parent’s stock,
of stock of another issuer if, immediately after the acqui-
sition, the acquiring issuer has control of the other issuer
(whether or not it had control before the acquisition).

5. “Calculation of number of purchasers”. For purposes of
calculating the number of purchasers under subsections
(E) and (F) of this rule, the following shall apply:
a. The following purchasers shall be excluded:

i. Any relative, spouse or relative of the spouse of
a purchaser who has the same principal resi-
dence as the purchaser;

ii. Any trust or estate in which a purchaser and
any of the persons related to him as specified in
subsections (B)(5)(a)(i) or (iii) collectively
have more than 50% of the beneficial interest
(excluding contingent interests);

iii. Any corporation or other organization of which
a purchaser and any of the persons related to
him as specified in subsections (B)(5)(a)(i) or
(ii) collectively are beneficial owners of more
than 50% of the equity securities (excluding
directors’ qualifying shares) or equity interests;
and

iv. Any accredited investor.
b. A corporation, partnership or other entity shall be

counted as one purchaser. If, however, that entity is
organized for the specific purpose of acquiring the
securities offered and is not an accredited investor
under subsection (B)(1)(h), then each beneficial
owner of equity securities or equity interests in the
entity shall count as a separate purchaser for all pro-
visions of this rule except to the extent provided in
subsection (B)(5)(a).

c. A non-contributory employee benefit plan within the
meaning of Title I of the Employee Retirement
Income Security Act of 1974 shall be counted as one
purchaser where the trustee makes all investment
decisions for the plan.
Note. The issuer must satisfy all of the other provi-
sions of this rule for all purchasers whether or not
they are included in calculating the number of pur-
chasers. Clients of an investment adviser or custom-
ers of a broker or dealer shall be considered the
“purchasers” under this rule regardless of the
amount of discretion given to the investment adviser
or broker or dealer to act on behalf of the client or
customer.

6. “Executive officer”. “Executive officer” shall mean the
president, any vice president in charge of a principal busi-
ness unit, division or function (such as sales, administra-
tion or finance), any other officer who performs a policy-

making function, or any other person who performs sim
lar policy-making functions for the issuer. Executiv
officers of subsidiaries may be deemed executive office
of the issuer if they perform such policy-making func
tions for the issuer.

7. “Issuer”. “Issuer” shall be as defined in A.R.S. § 44
1801.

8. “Purchaser representative”. “Purchaser representati
shall mean any person who satisfies all of the followin
conditions or who the issuer reasonably believes satis
all of the following conditions:
a. Is not an affiliate, director, officer or other employe

of the issuer, or beneficial owner of ten percent 
more of any class of the equity securities or ten pe
cent or more of the equity interest in the issue
except where the purchaser is:
i. A relative of the purchaser representative b

blood, marriage or adoption and not mor
remote than a first cousin;

ii. A trust or estate in which the purchaser repre
sentative and any persons related to him 
specified in subsections (B)(8)(a)(i) or (iii) col-
lectively have more than 50% of the beneficia
interest (excluding contingent interest) or o
which the purchaser representative serves 
trustee, executor, or in any similar capacity; o

iii. A corporation or other organization of which
the purchaser representative and any perso
related to him as specified in subsection
(B)(8)(a)(i) or (ii) collectively are the beneficial
owners of more than 50% of the equity secur
ties (excluding directors’ qualifying shares) o
equity interests;

b. Has such knowledge and experience in financial a
business matters that he is capable of evaluati
alone or together with other purchaser represen
tives of the purchaser or together with the purchas
the merits and risks of the prospective investment;

c. Is acknowledged by the purchaser in writing, durin
the course of the transaction, to be his purchaser r
resentative in connection with evaluating the meri
and risks of the prospective investment; and

d. Discloses to the purchaser in writing a reasona
time prior to the sale of securities to that purchas
any material relationship between himself or h
affiliates and the issuer or its affiliates that the
exists, that is mutually understood to be contem
plated, or that has existed at any time during the p
vious two years, and any compensation received
to be received as a result of such relationship.

9. Note 1. A person acting as a purchaser representa
should consider the applicability of the registration an
anti-fraud provisions:
a. Relating to brokers and dealers under the Securi

Exchange Act of 1934 and dealers under the Secu
ties Act (See R14-4-104(A)(7) with respect to deal
registration in Arizona), and

b. Relating to investment advisers under the Inve
ment Advisers Act of 1940 and the Arizona Inves
ment Management Act, A.R.S. § 44-3101 et seq.

10. Note 2. The acknowledgment required by subsect
(B)(8)(c) and the disclosure required by subsectio
(B)(8)(d) must be made with specific reference to ea
prospective investment. Advance blanket acknowled
ment, such as for “all securities transactions” or “all pr
vate placements”, is not sufficient.
Supp. 99-2 Page 12 June 30, 1999
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11. Note 3. Disclosure of any material relationships between
the purchaser representative or his affiliates and the issuer
or its affiliates does not relieve the purchaser representa-
tive of his obligation to act in the interest of the pur-
chaser.

C. General conditions to be met. The following conditions shall
be applicable to offers and sales made under this rule:
1. Integration. All sales that are part of the same Rule R14-

4-126 offering must meet all of the terms and conditions
of this rule. Offers and sales that are made more than six
months before the start of a Rule R14-4-126 offering or
are made more than six months after completion of a Rule
R14-4-126 offering will not be considered part of that
Rule R14-4-126 offering, so long as during those six
month periods there are no offers or sales of securities by
or for the issuer that are of the same or a similar class as
those offered or sold under this rule, other than those
offers or sales of securities under an employee benefit
plan as defined in Rule 405 under the Securities Act of
1933.
a. Note 1. The term “offering” is not defined in the

Securities Act or in this rule. If the issuer offers or
sells securities for which the safe harbor rule in sub-
section (C)(1) is unavailable, the determination as to
whether separate sales of securities are part of the
same offering (i.e., are considered “integrated”)
depends on the particular facts and circumstances.

b. Generally, transactions otherwise meeting the
requirements of an exemption will not be integrated
with simultaneous offerings being made outside the
United States that are in compliance with Regulation
S and are registered or otherwise exempt under the
Securities Act.

c. The following factors should be considered in deter-
mining whether offers and sales should be integrated
for purposes of the exemptions under this rule:
i. Whether the sales are part of a single plan of

financing;
ii. Whether the sales involve issuance of the same

class of securities;
iii. Whether the sales have been made at or about

the same time;
iv. Whether the same type of consideration is

received; and
v. Whether the sales are made for the same gen-

eral purpose.
d. Note 2. In determining whether offers and sales

should be integrated for purposes of the exemptions
under this rule, issuers should consider relevant Ari-
zona rules and court decisions, federal court deci-
sions, and Securities and Exchange Commission
rules and regulations.

2. Information requirements.
a. When information must be furnished.

i. If the issuer sells securities only to accredited
investors, subsection (C)(2) does not require
that specific information be furnished to pur-
chasers.

ii. If the issuer sells securities to any purchaser
that is not an accredited investor, the issuer
shall furnish the information specified in sub-
section (C)(2)(b) to such purchaser a reason-
able time prior to sale. The issuer is not
required to furnish the specified information to
any accredited investor.

iii. Note. When an issuer provides information t
investors pursuant to subsection (C)(2)(b)(i), 
should consider providing such information to
accredited investors as well, in view of the ant
fraud provisions of the federal securities law
and of the Securities Act.

b. Type of information to be furnished.
i. If the issuer is not subject to the reportin

requirements of Section 13 or 15(d) of th
Securities Exchange Act of 1934, at a reaso
able time prior to the sale of securities th
issuer shall furnish to the purchaser, to th
extent material to an understanding of th
issuer, its business, and the securities bei
offered:
(1) Non-financial statement information. If

the issuer is eligible to use Regulation A
the same kind of information as would be
required in Part II of Form 1-A. If the
issuer is not eligible to use Regulation A
the same kind of information as require
in Part I of a registration statement filed
under the Securities Act of 1933 on th
form that the issuer would be entitled to
use.

(2) Financial Statement Information.
(a) Offerings up to $2,000,000. The

information required in Item
310 of Regulation S-B, except
that only the issuer’s balance
sheet, which shall be dated
within 120 days of the start of
the offering, must be audited.

(b) Offerings up to $7,500,000. The
financial statement information
required in Form SB-2. If an
issuer, other than a limited part-
nership, cannot obtain audited
financial statements without
unreasonable effort or expense
then only the issuer’s balance
sheet, which shall be dated
within 120 days of the start of
the offering, must be audited. If
the issuer is a limited partner-
ship and cannot obtain the
required financial statements
without unreasonable effort or
expense, it may furnish financial
statements that have been pre
pared on the basis of federa
income tax requirements and
examined and reported on in
accordance with generally
accepted auditing standards b
an independent public or certi-
fied accountant.

(c) Offerings over $7,500,000. The
financial statement as would be
required in a registration state-
ment filed under the Securities
Act of 1933 on the form that the
issuer would be entitled to use
If an issuer, other than a limited
partnership, cannot obtain
audited financial statements
June 30, 1999 Page 13 Supp. 99-2
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without unreasonable effort or
expense, then only the issuer’s
balance sheet, which shall be
dated within 120 days of the
start of the offering, must be
audited. If the issuer is a limited
partnership and cannot obtain
the required financial statements
without unreasonable effort or
expense, it may furnish financial
statements that have been pre-
pared on the basis of federal
income tax requirements and
examined and reported on in
accordance with generally
accepted auditing standards by
an independent public or certi-
fied accountant.

(d) If the issuer is a foreign private
issuer eligible to use Form 20-F
under the Securities Act of
1933, the issuer shall disclose
the same kind of information
required to be included in a reg-
istration statement filed under
the Securities Act of 1933 on the
form that the issuer would be
entitled to use. The financial
statements need be certified
only to the extent required by
subsection (C)(2)(b)(i)(2)(a),
(b), or (c) as appropriate.

ii. If the issuer is subject to the reporting require-
ments of Section 13 or 15(d) of the Securities
Exchange Act of 1934, at a reasonable time
prior to the sale of securities the issuer shall
furnish to the purchaser the information speci-
fied in subsection (C)(2)(b)(ii)(1) or (2), and in
either event the information specified in sub-
section (C)(2)(b)(ii)(3):
(1) The issuer’s annual report to shareholders

for the most recent fiscal year, if such
annual report meets the requirements of
Section 240.14a-3 or 240.14c-3 under the
Securities Exchange Act of 1934, the
definitive proxy statement filed in connec-
tion with that annual report, and, if
requested by the purchaser in writing, a
copy of the issuer’s most recent Form 10-
K and Form 10-KSB under the Securities
Exchange Act of 1934.

(2) The information contained in an annual
report on Form 10-K or Form 10-KSB
under the Securities Exchange Act of 1934
or in a registration statement on Form S-1,
SB-1, SB-2, or S-11 under the Securities
Act of 1933 or on Form 10 or Form 10-SB
under the Securities Exchange Act of
1934, whichever filing is the most recent
required to be filed.

(3) The information contained in any reports
or documents required to be filed by the
issuer under Sections 13(a), 14(a), 14(c),
and 15(d) of the Securities Exchange Act
of 1934 since the distribution or filing of
the report or registration statement speci-

fied in subsections (C)(2)(b)(ii)(1) or (2),
and a brief description of the securitie
being offered, the use of the proceed
from the offering, and any material
changes in the issuer’s affairs that are n
disclosed in the documents furnished.

(4) If the issuer is a foreign private issuer, th
issuer may provide, in lieu of the informa
tion specified in subsection
(C)(2)(b)(ii)(1) or (2), the information
contained in its most recent filing on Form
20-F under the Securities Exchange Act o
1934 or Form F-1 under the Securities Ac
of 1933.

iii. Exhibits required to be filed with the Securities
and Exchange Commission as part of a regist
tion statement or report, other than an annu
report to shareholders or parts of that repo
incorporated by reference in a Form 10-K an
Form 10-KSB report, need not be furnished t
each purchaser that is not an accredited inves
if the contents of material exhibits are identi
fied and such exhibits are made available to
purchaser, upon his written request, a reaso
able time prior to his purchase.

iv. At a reasonable time prior to the sale of secu
ties to any purchaser that is not an accredit
investor in a transaction under subsections (
or (F), the issuer shall furnish to the purchaser
brief description in writing of any material
written information concerning the offering
that has been provided by the issuer to a
accredited investor but not previously delivere
to such non-accredited purchaser. The issu
shall furnish any portion or all of this informa-
tion to the purchaser, upon his written reques
a reasonable time prior to his purchase.

v. The issuer shall also make available to ea
purchaser at a reasonable time prior to his pu
chase of securities in a transaction under su
sections (E) or (F) the opportunity to as
questions and receive answers concerning t
terms and conditions of the offering and t
obtain any additional information which the
issuer possesses or can acquire without unr
sonable effort or expense that is necessary
verify the accuracy of information furnished
under subsection (C)(2)(b)(i) or (ii).

vi. For business combinations or exchange offer
in addition to information required by Form S
4, the issuer shall provide to each purchaser
the time the plan is submitted to security hold
ers, or, with an exchange, during the course 
the transaction and prior to sale, written infor
mation about any terms or arrangements of t
proposed transactions that are materially diffe
ent from those for all other security holders
For purposes of this subsection, an issuer whi
is not subject to the reporting requirements o
Section 13 or 15(d) of the Securities Exchang
Act of 1934 may satisfy the requirements o
Part I.B. or C. of Form S-4 by compliance with
subsection (C)(2)(b)(i).

vii. At a reasonable time prior to the sale of secur
ties to any purchaser that is not an accredit
investor in a transaction under subsection (E) 
Supp. 99-2 Page 14 June 30, 1999
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(F), the issuer shall advise the purchaser of the
limitations on resale in the manner contained in
subsection (C)(4)(b). Such disclosure may be
contained in other materials required to be pro-
vided by this subsection (C)(2).

3. Limitation on manner of offering. Neither the issuer nor
any person acting on its behalf shall offer or sell the secu-
rities by any form of general solicitation or general adver-
tising, including, but not limited to, the following:
a. Any advertisement, article, notice or other commu-

nication published in any newspaper, magazine, or
similar media or broadcast over television or radio;
and

b. Any seminar or meeting whose attendees have been
invited by any general solicitation or general adver-
tising.

4. Limitations on resale. Securities acquired in a transaction
under this rule shall have the status of securities acquired
in an exempt transaction under A.R.S. § 44-1844 of the
Securities Act and cannot be resold without registration
under the Securities Act or an exemption therefrom. The
issuer shall exercise reasonable care to assure that the
purchasers of the securities are not underwriters within
the meaning of A.R.S. § 44-1801 of the Securities Act.
Such reasonable care may be demonstrated by the follow-
ing:
a. Reasonable inquiry to determine if the purchaser is

acquiring the securities for himself or for other per-
sons;

b. Written disclosure to each purchaser prior to sale
that the securities have not been registered under the
Securities Act and, therefore, cannot be resold
unless they are registered under the Securities Act or
unless an exemption from registration is available;
and

c. Placement of a legend on the certificate or other doc-
ument that evidences the securities stating that the
securities have not been registered under the Securi-
ties Act and setting forth or referring to the restric-
tions on transferability and sale of the securities.

d. Note. While taking these actions will establish the
requisite reasonable care, it is not the exclusive
method to demonstrate such care. Other actions by
the issuer may satisfy this provision. In addition,
subsection (C)(2)(b)(vii) requires the delivery of
written disclosure of the limitations on resale to
investors in certain instances.

D. Filing of notice of sales and fees.
1. The issuer shall file with the Commission one copy of a

notice on Form D at the following times:
a. No later than 15 days after the first sale of securities

in this state in an offering under this rule; and
b. No later than 30 days after the termination of an

offering under this rule; provided, however, that
non-compliance with this subsection (D)(1)(b) shall
not result in the loss of the exemption under this
rule, if the issuer has complied with the filing
requirements of subsection (D)(1)(a). If the Arizona
Securities Division sends a written request to an
issuer to file a final Form D, the issuer shall deliver a
final Form D to the Arizona Securities Division
within 30 days of receipt of such request. No exemp-
tion under this rule shall be available for an issuer if
such issuer, any of its predecessors or affiliates have
been subject to any order, judgment or decree of the
Commission or any other court of competent juris-

diction temporarily, preliminarily or permanently
enjoining such person for failure to comply with th
filing requirements of this subsection; provided
however, that the loss of exemption shall not app
if the Commission determines upon a showing 
good cause that is not necessary under the circu
stances that the exemption be denied.

2. If the offering is completed within the 15-day perio
described in subsection (D)(1)(a) and if the notice is file
no later than the end of that period but after the comp
tion of the offering, then only one notice need be filed 
comply with subsections (D)(1)(a) and (b).

3. The notice on Form D shall contain a manual or facsim
signature of a person duly authorized by the issuer.

4. If sales are made under subsection (E), the notice s
contain an undertaking by the issuer to furnish to t
Commission, upon the written request of its staff, th
information furnished by the issuer under subsecti
(C)(2)(b) to any purchaser that is not an accredited inv
tor.

5. If more than one notice for an offering is required to b
filed under subsection (D)(1), notices after the first notic
need only report the issuer’s name and the informati
required by Part C and any material change in the fa
from those set forth in Parts A and B of the first notice.

6. A notice on Form D shall be considered filed with th
Commission:
a. Upon receipt at its Phoenix office.
b. As of the date on which the notice is mailed b

means of United States registered or certified mail
the Commission’s Phoenix office if the notice i
delivered to such office after the date on which it 
required to be filed.

7. Issuer shall pay the fee prescribed by A.R.S. § 4
1861(E).

E. Limited offers and sales not exceeding $5,000,000.
1. Exemption. Offers and sales of securities that satisfy 

conditions in subsection (E)(2) by an issuer that is not 
investment company under the Investment Company A
of 1940 shall be added to the class of transactions exe
under A.R.S. § 44-1844.

2. Conditions and limitations.
a. General conditions. To qualify for exemption unde

this subsection (E), offers and sales must satisfy t
terms and conditions of subsections (B) through (D

b. Limitation on aggregate offering price. The aggre
gate offering price for an offering of securities unde
this subsection (E) shall not exceed $5,000,000, le
the aggregate offering price for all securities so
within the 12 months before the start of and durin
such offering of securities in reliance on this subse
tion (E) or in violation of A.R.S. § 44-1841.

c. Limitation on number of purchasers. There are n
more than, or the issuer reasonably believes th
there are no more than, 35 purchasers of securi
from the issuer in any offering under this subsectio
(E).

3. Disqualification. No exemption under this subsection (
shall be available for the securities of any issuer, if it 
any of its predecessors, affiliates, directors, officers, ge
eral partners, or beneficial owners of ten percent or mo
of any class of its equity securities, or the underwriter 
such securities:
a. Has been convicted within the ten years preced

the filing of the notice required by this rule, or at an
time thereafter prior to the termination of the offer
June 30, 1999 Page 15 Supp. 99-2
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ing, of a felony or misdemeanor involving racketeer-
ing or a transaction in securities, or of which fraud is
an essential element;

b. Is subject to an order, judgment, or decree of any
court of competent jurisdiction entered within five
years of the date of filing of the notice required by
this rule, temporarily, preliminarily, or permanently
enjoining or restraining it or him from engaging in
or continuing any conduct or practice in connection
with the sale or purchase of securities, or involving
fraud, deceit, or racketeering;

c. Has been subject to any state or federal administra-
tive order or judgment in connection with the pur-
chase or sale of securities entered within five years
preceding the filing of the notice required by this
rule, or at any time thereafter prior to the termination
of the offering.

d. Is subject to the reporting requirements of the Secu-
rities Exchange Act of 1934 and has not filed all
required reports during the 12 calendar months pre-
ceding the filing of the notification required by sub-
section (D)(1) of this rule.

e. Is subject to an order of the Securities and Exchange
Commission denying or revoking registration as a
broker or dealer in securities under the Securities
Exchange Act of 1934, or is subject to an order
denying or revoking membership in a national secu-
rities association registered under the Securities
Exchange Act of 1934, or has been suspended for a
period exceeding six months or expelled from mem-
bership in a national securities exchange registered
under the Securities Exchange Act of 1934.

f. The Commission may, at its discretion, waive any
disqualification caused by this subsection (E). A dis-
qualification caused by subsection (E) ceases to
exist if:
i. The basis for the disqualification has been

removed by the jurisdiction creating it;
ii. The jurisdiction in which the disqualifying

event occurred issues a written waiver of the
disqualification; or

iii. The jurisdiction in which the disqualifying
event occurred declines in writing to enforce
the disqualification.

F. Private offerings without regard to dollar limitations.
1. Conditions to be met. Offers to sell or sales of securities

by the issuer thereof that are part of an offering comply-
ing with all the conditions of subsections (B) through (D)
and this subsection (F) shall be deemed to be “transac-
tions by an issuer not involving any public offering”
within the meaning of A.R.S. § 44-1844(A)(1). Issuers
may make private offerings without compliance with this
subsection (F) provided such offerings completely satisfy
the criteria set forth in Arizona court decisions interpret-
ing A.R.S. § 44-1844(A)(1) and in federal court decisions
interpreting Section 4(2) of the Securities Act of 1933.
Issuers are cautioned, however, that in all instances in
which availability of an exemption from registration
under the Securities Act is claimed, the claimant has the
burden of proving that the exemption claimed is available
to him. This subsection (F) does not shift such burden.

2. Specific conditions.
a. Limitation on number of purchasers. There are no

more than, or the issuer reasonably believes that
there are no more than, 35 purchasers of securities

from the issuer in any offering under this subsectio
(F).

b. Nature of purchasers. Each purchaser who is not
accredited investor either alone or with his purchas
representative(s) has such knowledge and expe
ence in financial and business matters that he
capable of evaluating the merits and risks of the pr
spective investment, or the issuer reasonab
believes immediately prior to making any sales th
such purchaser comes within this description.

G. Disqualifying provision relating to exemptions under subse
tions (E) and (F).
1. No exemption under subsections (E) and (F) shall 

available for an issuer if such issuer, any of its predec
sors, or affiliates have been subject to any order, jud
ment, or decree of any court of competent jurisdictio
temporarily, preliminarily, or permanently enjoining suc
person, or any final order of an administrative agen
directing such person to cease and desist for failure
comply with subsection (D) or its counterpart, if any, i
such jurisdiction.

2. The Commission may, at its discretion, waive any d
qualification caused by subsection (G)(1).

3. A disqualification caused by subsection (G)(1) ceases
exist if:
a. The basis for the disqualification has been remov

by the jurisdiction creating it;
b. The jurisdiction in which the disqualifying even

occurred issues a written waiver of the disqualific
tion; or

c. The jurisdiction in which the disqualifying even
occurred declines in writing to enforce the disqual
fication.

H. Insignificant deviations from a term, condition, or require
ment.
1. A failure to comply with a term, condition, or require

ment of subsections (E) or (F) will not result in the loss 
the exemption from the requirements of A.R.S. § 44-18
or A.R.S. § 44-1842 for any offer or sale to a particul
individual or entity, if the person relying on the exemp
tion shows:
a. The failure to comply did not pertain to a term, co

dition, or requirement directly intended to protec
that particular individual or entity; and

b. The failure to comply was insignificant with respec
to the offering as a whole, provided that any failur
to comply with subsections (C)(3), (E)(2)(b)
(E)(2)(c), and (F)(2)(a) shall be deemed to be sign
icant to the offering as a whole; and

c. A good faith and reasonable attempt was made
comply with all applicable terms, conditions, an
requirements of subsections (E) and (F).

2. Notwithstanding subsection (H)(1), an exemption esta
lished only through reliance upon subsection (H)(1) sh
constitute a violation of this rule. In such event, the Com
mission may take action under A.R.S. §§ 44-2032 a
44-2036 for a violation of this rule.

Historical Note
Adopted as General Order S-26 effective July 25, 1975 
(Supp. 75-1). Former Section R14-4-126 repealed, new 

Section R14-4-126 adopted effective December 28, 1982 
(Supp. 82-6). Amended effective November 30, 1989 

(Supp. 89-4). Amended effective June 9, 1995, under an 
exemption from the Attorney General certification 

requirements of the Arizona Administrative Procedure 
Act (Supp. 94-2).
Supp. 99-2 Page 16 June 30, 1999
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R14-4-127. Guidelines for securities filings pursuant to
A.R.S. § 44-1846
A. Petition for exemption. A petition for exemption from registra-

tion pursuant to A.R.S. § 44-1846 shall be filed in writing by
the proposed issuer and shall contain specific facts demon-
strating why registration is not essential to the public interest
or the protection of the investors. The petition shall indicate
and explain in detail which one or more of the following rea-
sons are relied upon for the exemption.
1. The special characteristics of the securities or transac-

tions.
2. The limited character and duration of the offering.
3. The special characteristics or limited number of offerees

or investors.
No offer, sale, exchange or distribution of the securities
may be made pursuant to A.R.S. § 44-1846 until a written
order granting said exemption has been entered by the
Commission.

B. Disclosure document. A disclosure document must be filed
with the petition for exemption in a form complying with the
terms of this rule. The disclosure document shall contain all
material facts relating to the proposed issue and shall not omit
to state any material fact necessary in order to make the state-
ments made, in the light of the circumstances under which
they were made, not misleading, including without limitation
the investment objectives, a description of the type of person
who could benefit from the investment, the suitability stan-
dards to be applied as required under subsection (D), the leg-
end required under subsection (G), and the information
required for a prospectus pursuant to A.R.S. § 44-1894, para-
graphs (1) through (5), (7) and (8).
The disclosure document shall be delivered to all offerees and
must be received by a purchaser at least 72 hours prior to the
sale of any securities pursuant to an order of exemption issued
under A.R.S. § 44-1846.

C. Financial statement. The financial statements as required by
R14-4-123 must be included in the disclosure document and
all terms of R14-4-123 apply to financial statements under this
rule except that such financial statements need not be certified.
All financial statements must be prepared in accordance with
generally accepted accounting principles.

D. Investor suitability standards. Petitions for exemption orders
under this rule shall include prepared minimum investor suit-
ability standards concerning the persons to whom the securi-
ties will be offered. The standards may consist of one or more
of the following criteria: minimum net worth, minimum
income and income tax bracket. Standards may be stated in the
alternative. The Commission will review these standards and
approve or modify them. The review will be based on the
existence of such factors as, without limitation, liquidity, risk,
transferability, specific tax shelter orientation of the invest-
ment, leverage, compensation of promoter, cash flow, conflict
of interest, unproven nature of the product or mineral or oil
reserves, lack of business history, management experience,
and financial stability.

E. Final confidential report of the offering. A final report to the
Commission must be made within 30 days after the conclusion
of the offering verified under oath by a company officer which
includes the following information:
1. Names and addresses of purchasers, number of shares

purchased, date and amount paid;
2. Occupations of purchasers;
3. An affidavit by the issuer that purchasers have affirmed

in writing that they meet the suitability standards set forth
in the Order of Exemption.

The final report will be in the nature of investigative
material received by the Securities Division for purpos
of ascertaining adherence to the suitability requirement

F. Sales completion. Sales made under Orders of Exemption p
suant to A.R.S. § 44-1846 and this rule must be completed
or before one year from the date exemption is granted. In 
event sales are not completed, a new application must be s
mitted for approval, which shall be treated as if it were an or
inal filing.

G. Legend on disclosure document. There shall be set forth on
outside front cover page of every disclosure document use
connection with the offer or sale of securities pursuant 
A.R.S. 44-1846, printed in capital letters in bold-face Rom
type at least as large as a ten-point modern type and at l
two points leaded the following statement: THESE SECUR
TIES HAVE BEEN EXEMPTED FROM REGISTRATION
PURSUANT TO A.R.S. 44-1846 BUT THE FACT OF THE
GRANTING OF SUCH EXEMPTION IS NOT TO BE
DEEMED A FINDING BY THE ARIZONA CORPORA-
TION COMMISSION THAT THIS DISCLOSURE DOCU-
MENT IS TRUE OR ACCURATE, NOR DOES SUCH
GRANT OR EXEMPTION MEAN THAT THE COMMIS-
SION HAS PASSED UPON THE MERITS OF OR OTHER
WISE APPROVED THE SECURITIES DESCRIBED
THEREIN.

H. Promotional securities and promoters equity. The provisio
of rules R14-4-105 and R14-4-107 of the Arizona Compilatio
of Administrative Rules and Regulations will be applied 
exemptions under this rule where in the opinion of the Co
mission the imposition of such restrictions is necessa
because of the speculative nature of the offerings. The Co
mission may approve filings under A.R.S. § 44-1846 whe
promotional securities exceed 15% of the securities to be o
standing at the completion of the proposed offering in exce
tional circumstances and upon good cause shown. T
Commission may in its discretion in exceptional circum
stances only, approve applications under this rule where p
moters equity is less than the percentages in R14-4-107.

I. Prohibition against advertising and sales commission. Th
shall be no public advertising by radio, television, newspap
or printed literature for any offering made under this rul
There shall be no remuneration other than transfer agent’s 
paid directly or indirectly to any salesman, underwrite
officer, director or employee of the entity making the filing o
any other person for sales under this rule.

J. Limited number of purchasers. Offerings under this rule w
be limited to 35 purchasers except in highly unusual circu
stances where the number of purchasers cannot in any e
exceed 50, if in the opinion of the Commission the circum
stances justify up to 50 purchasers. The number of offeree
not limited so long as each offeree is provided with a disc
sure document as the exclusive written sales information.

K. Integration with other offerings. Exemptions under this ru
will be granted only once in a six-month period for any corp
ration, subsidiary, affiliate or partnership using the rule. Offe
ings made under this rule by entities controlled by, controllin
or under common control with the entity seeking the exem
tion within a six-month period prior to the filing of the exemp
tion will preclude its use. Offerings under this rule will b
prohibited where the maximum dollar amount allowed und
the statute is exceeded by integration with other offerin
within the prior six months under R14-4-101 and R14-4-1
and registration by description or qualification where the sec
rities sold under this rule are part of the same program
financing by virtue of identity of the use of the proceeds, sim
June 30, 1999 Page 17 Supp. 99-2
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larity in the method of offering, identity of purchasers, and
similarity of security offered.

L. Impound account. Proceeds of offerings under this rule may be
impounded by order of the Commission under the same guide-
lines and conditions set forth in A.R.S. § 44-1878 and may be
released from impound back to investors after notice and
opportunity for hearing is afforded to the entity which was
granted the exemption.

M. Revocation or denial of exemption. An order denying a peti-
tion for exemption under A.R.S. § 44-1846 and this rule, or
suspending an exemption previously issued by the Commis-
sion pursuant to A.R.S. § 44-1846 and this rule may be issued
after notice and opportunity for hearing in accordance with
A.R.S. § 44-1972, for any grounds set forth in A.R.S. § 44-
1921 or for any violation of the Securities Act of Arizona or
the rules, regulations or orders of the Commission issued or
promulgated thereunder. Failure to request a hearing within
ten days of receipt of a notice and opportunity for hearing will
result in the issuance of an order denying or suspending the
exemption. The temporary suspension of an exemption previ-
ously granted will become final within ten days of service of
petitioner unless a petition for a hearing to the Commission is
filed by the petitioner within that time period. If such a petition
is filed, the Commission may after a hearing or notice and
opportunity for a hearing enter an order permanently revoking
the exemption if it finds that any of the grounds for denial
specified in A.R.S. § 44-1921 exist, or if it finds any violation
of the terms of this rule, the Securities Act of Arizona, Title
44, Chapter 12, Arizona Revised Statutes, or the regulations or
orders of the Commission promulgated or issued thereunder.

Historical Note
Adopted effective November 6, 1979 (Supp. 79-6).

R14-4-128. Unsolicited transactions
A non-issuer transaction effected by or through a dealer registered
under the provisions of Article 9 of the Securities Act pursuant to
an unsolicited order or offer to buy shall be added to the class of
transactions exempted by A.R.S. § 44-1844.

Historical Note
Adopted effective November 8, 1983 (Supp. 83-6).

R14-4-129. Registration procedures for dealers and salesmen
A. Application for registration as a dealer or salesman may be

made by means of the National Association of Securities Deal-
ers/North American Securities Administrators Association
Central Registration Depository System (CRD System) by
applicants entitled to use such system.

B. A filing of Form BD or Form U-4 with the CRD System does
not constitute an automatic registration in this state. Dealers or
salesmen should not consider themselves registered until a
notice of effective registration has been issued by the Commis-
sion.

C. The filing of documents and information with the CRD Sys-
tem is equivalent to filing with the Commission.

Historical Note
Adopted effective March 16, 1984 (Supp. 84-2).

R14-4-130. Dishonest and Unethical Conduct
A. For purposes of A.R.S. §§ 44-1961(A)(13) and 44-1962(10),

dishonest or unethical practices in the securities industry shall
include but not be limited to the following:
1. Unreasonable delay in the delivery of securities or funds

to the extent that the dealer or salesman is in a position to
control or direct the delivery of the securities or funds.
The burden of proof of inability to deliver shall rest with
the dealer or salesman.

2. Representing that securities will be listed, or that applic
tion for listing will be made on a securities exchange 
the National Association of Securities Dealers Automat
Quotation (NASDAQ) system or other quotation syste
without reasonable basis in fact for the representation.

3. Inducing trading in a customer’s account which is exce
sive in size or frequency in view of the customer’s fina
cial resources, the character of the account, and ot
relevant factors.

4. Recommending to a customer the purchase, sale
exchange of any security without reasonable grounds
believe that the recommendation is suitable for the cu
tomer. Such suitability shall be determined on the basis
information furnished by the customer after such inqui
as may be necessary under the circumstances, concer
the customer’s investment objectives, financial situatio
and needs, and other information known by the pers
making the recommendation. Each registered dealer s
require and maintain information regarding its custome
necessary to make such determination prior to engag
in any transaction based upon a recommendation by 
firm or its registered salesman.

5. Selling a security in violation of Section 15(g) of th
Securities Exchange Act of 1934, 15 U.S.C.A. 780(
(West 1981 & Supp. 1991) (“Section 15(g)”) which i
incorporated herein by reference and is on file with th
Office of the Secretary of State.

6. Executing a transaction on behalf of a customer witho
authority to do so.

7. Executing a transaction pursuant to general discretion
authority for the account of a customer without firs
obtaining general discretionary authority in writing from
such customer. This provision shall not apply to discr
tion as to the price at which or the time when an ord
given by a customer for the purchase or sale of a defin
amount of a specified security shall be executed.

8. Acting on an agency basis for both the seller and the p
chaser of a security (other than U.S. Savings Bonds
municipal securities) without disclosing that fact to bo
the seller and the purchaser on the confirmation.

9. While acting on an agency basis for a customer in a
transaction, charging the customer more than a fair co
mission or service charge, taking into consideration 
relevant circumstances including market conditions wi
respect to a security at the time of the transaction, 
expenses of executing the order and the value of any 
vice rendered by reason of experience in and knowled
of the security and the market therefor.

10. While acting on a principal basis for a customer in a
transaction, charging an excessive markup or markdow
taking into consideration all relevant circumstance
including market conditions with respect to a security 
the time of the transaction, the expenses of executing 
order and the value of any service rendered by reason
experience in and knowledge of the security and the m
ket therefor.

11. Entering into a transaction with a customer in a secur
at a price not reasonably related to the market price of 
security.

12. Extending credit to a customer in violation of 12 CF
220.1 through 220.18 (1991) (hereinafter referred to 
“Regulation T”) which is incorporated herein by refer
ence and is on file with the Office of the Secretary 
State.

13. Selling an equity security to, or purchasing an equ
security from, a customer without disclosing on the co
Supp. 99-2 Page 18 June 30, 1999
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firmation that the dealer is acting as a market maker in
that security. “Market maker” as used herein shall mean
any specialist permitted to act as a dealer, and any dealer
who, with respect to a security, holds himself out (by
entering quotations in an inter-dealer communications
system or otherwise) as being willing to buy and sell such
security for his own account on a regular or continuous
basis.

14. Employing, in connection with the purchase or sale of a
security, a manipulative or deceptive device or contriv-
ance.

15. Borrowing of money or securities by a salesman from a
customer, except when the customer is a relative of the
salesman or a person in the business of lending funds.

16. Making unauthorized use of securities or funds of a cus-
tomer or converting customer securities or funds for per-
sonal benefit.

17. While registered as a salesman, effecting securities trans-
actions which have not been recorded on the records of
the dealer with whom such salesman is registered at the
time of the transaction.

18. As a registered salesman, operating an account under a
fictitious name with intent to deceive or for an illegal pur-
pose.

19. Engaging in a pattern of marking order tickets as unsolic-
ited when the dealer or salesman directly or indirectly
recommended the transaction or introduced the customer
to the security.

20. Using sales materials or conducting sales presentations in
a deceptive or misleading fashion.

B. To the extent that Section 15(g) or Regulation T are amended,
dealers and salesmen in compliance with such amended ver-
sions shall not be subject to enforcement action by the Com-
mission for violation of provisions of subsection (A)(5) or (12)
respectively hereof to the extent that the violation results
solely from the dealer’s or salesman’s compliance with the
amended version of Section 15(g) or Regulation T.

Historical Note
Adopted effective November 4, 1992 (Supp. 92-4).

R14-4-131. Supervision of Salesmen
For purposes of A.R.S. § 44-1961(A)(12), no dealer shall be
deemed to have failed to reasonably supervise its salesmen if:

1. There have been established and maintained written pro-
cedures, and a system for applying such procedures,
which would reasonably be expected to prevent and
detect, insofar as practicable, any such violation by such
salesman of the Arizona Securities Act, or of any rule or
regulation adopted thereunder; and

2. Such dealer has reasonably discharged the duties and
obligations incumbent upon it by reason of such proce-
dures and system without reasonable cause to believe that
such procedures and system were not being complied
with.

Historical Note
Adopted effective November 4, 1992 (Supp. 92-4).

R14-4-132. Books and Records of Dealers
A. Unless otherwise provided by order of the Commission, each

registered dealer shall make, maintain and preserve books and
records in compliance with U.S. Securities and Exchange
Commission rules 17a-3 (17 CFR 240.17a-3 (1991)), 17a-4
(17 CFR 240.17a-4 (1991)), 15c2-6 (17 CFR 240.15c2-6
(1991)), and 15c2-11 (17 CFR 240.15c2-11 (1991) as
amended in Release No. 34-29094, 56 Fed. Reg. 19148

(1991)) which are incorporated herein by reference and on 
with the Office of the Secretary of State.

B. To the extent that the U.S. Securities and Exchange Comm
sion promulgates changes to the above-referenced rules, d
ers in compliance with such rules as amended shall not
subject to enforcement action by the Commission for violati
of this rule to the extent that the violation results solely fro
the dealer’s compliance with the amended rule.

Historical Note
Adopted effective November 4, 1992 (Supp. 92-4).

R14-4-133. Definition of Partners and Executive Officers
For purposes of A.R.S. § 44-1801(19), the following definition
shall apply:

1. “Partners” shall mean a general partner or any other p
ner with the equivalent rights, liabilities and obligation
of a general partner.

2. “Executive officers” shall mean the president, any vic
president in charge of a principal business unit or div
sion, the secretary, the treasurer, the chief execut
officer, the chief financial officer, the chief operating
officer, or an officer who performs a principal policy
making function for a principal business unit or division

Historical Note
Adopted effective November 4, 1992 (Supp. 92-4).

R14-4-134. Guidelines for securities filings pursuant to
A.R.S. § 44-1902
A. Uniform Limited Offering Registration (ULOR). Securities

may be registered by qualification under A.R.S. § 44-1902
an aggregate amount not exceeding $1,000,000 in any 
month period as provided in this regulation.

B. Incorporation by Reference of Form U-7.
1. Any reference in this rule to Form U-7 means the Sm

Corporate Offering Registration Form (Form U-7) a
adopted by the North American Securities Administrato
Association, Inc., on April 29, 1989, which is incorpo
rated herein by reference and on file with the Secretary
State.

2. Copies of Form U-7 are available from the Commissio
and from the North American Securities Administrato
Association, Inc.

3. References to Form U-7 in this rule do not include a
amendments or editions to Form U-7 adopted subsequ
to April 29, 1989.

C. Qualification. To be eligible for registration under A.R.S. 
44-1902, the following conditions apply:
1. The issuer must be a corporation.
2. The offering must not be a blind pool offering (as define

in A.R.S. § 44-1801).
3. The issuer must not be an investment company subjec

the Investment Company Act of 1940.
4. The issuer must not be subject to the reporting requ

ments of Section 13 or Section 15(d) of the Securiti
Exchange Act of 1934.

5. The qualifications for use set forth in Part II (“Qualifica
tions for Use of Form”) in the Instructions For Use o
Form U-7 must be met.

6. If the offering includes debt securities, the application f
registration must include information that demonstrat
the ability of the issuer to service its debt.

D. Disclosure Document. Application for registration of secur
ties by qualification under A.R.S. § 44-1902 shall be made 
the issuer of the securities by filing with the Commission a d
closure document of Form U-7, with Exhibits as required 
Part V of the Instructions For Use of Form U-7, and such oth
June 30, 1999 Page 19 Supp. 99-2
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documents as are required by Part III(A) of the Instructions
For Use of Form U-7.

E. Financial Statements. The financial statements included in the
application for registration shall be in the form provided in
Part IV(K) of the Instructions For Use of Form U-7.

F. Registration Fee. An application for registration under this
regulation shall be accompanied by a nonrefundable fee as
provided in A.R.S. § 44-1861.

G. Issuer-Dealer Registration. Application for registration of
securities by qualification under this regulation shall, if
accompanied by a duly completed Form BD, a brief descrip-
tion of the proposed method of sale and other information
required by A.R.S. § 44-1941, also be deemed to constitute
application for registration of the issuer as a dealer who deals
exclusively in securities of which the dealer is the issuer
(“issuer-dealer”) under A.R.S. § 44-1941. No bond shall be
required for purposes of such issuer-dealer application. The
Commission or the Director may require submission of addi-
tional information as to the applicant’s previous history,
record or business experience as deemed necessary to deter-
mine whether the applicant should be registered as a dealer, as
provided under A.R.S. § 44-1942. Appropriate examinations
may be required.

H. Reporting. After registration under A.R.S. § 44-1902, the
issuer shall cause the following reports to be delivered to the
Commission:
1. A report stating the number of purchasers and the dollar

amount of securities sold thereto shall be delivered within
ten days after every 90-day period following the effective
date of the registration and on completion of the offering.

2. A statement to the effect that no changes in or amend-
ments to the Form U-7 or sales and advertising materials
provided to the Commission have been made (other than
such changes or amendments as shall have been filed
with and declared effective or cleared by the Division)
shall be delivered within ten days after every 90-day
period following the effective date of the registration and
on completion of the offering.

3. A report stating in reasonable detail the application of the
offering proceeds by the issuer shall be delivered within
ten days after every six-month period following the effec-
tive date of the registration and at such time as the pro-
ceeds have been completely used.

4. The Commission may specify the forms necessary to ful-
fill the reporting requirements stated above in paragraphs
(H)(1), (2), and (3).

5. As long as any securities sold in the offering are outstand-
ing there shall be delivered any reports required by Form
U-7 or under the Securities Exchange Act of 1934 to be
furnished to investors, unless there are ten or fewer share-
holders and all of such shareholders consent in writing to
the cessation of such reporting. In addition, there shall be
delivered any other reports, brochures, letters or such
similar documents furnished, through any medium, to
investors or such other materials as the Commission may
determine.

I. Other Requirements. The following rules and regulations shall
apply to registration of securities by qualification under A.R.S.
§ 44-1902:
1. R14-4-103 (advertising and sales literature), except, how-

ever, that all advertising and sales materials must be
cleared by the Division.

2. R14-4-105 (promotional securities), provided that, unless
a lower number is set by the Commission on an individ-
ual case basis, “60%” shall be substituted for “15%” in

paragraph (A)(2) thereof (pertaining to the amount 
promotional securities subject to escrow).

3. R14-4-106 (options, warrants and rights to purchase).
4. R14-4-107 (promoters equity), provided that the amou

set forth therein may be reduced by the Division at t
request of the issuer for good cause shown.

5. R14-4-108 (sales commission and expenses), provi
that “20%” shall be substituted for “15%” in subsectio
(A) thereof.

6. R14-4-110 (installment sales).
7. R14-4-111 (commissions to officers and directors).
8. R14-4-112 (impoundment of funds) and R14-4-11

(impound dates).
9. R14-4-118 (statement required in prospectus). In ad

tion, the issuer must deliver to each investor a copy 
such literature mandated by the Commission, along w
a Form U-7 which has been declared effective by t
Commission and any supplements thereto for each o
of securities.

Historical Note
Adopted effective August 14, 1991 (Supp. 91-3),

R14-4-135. Exempt securities - Multijurisdictional disclosure
system
An offering of securities within this state which has been decla
effective with the U.S. Securities and Exchange Commission (
“SEC”) on Form F-7, F-8, F-9, or F-10 shall be added to the clas
securities exempt under A.R.S. § 44-1843, provided that:

1. A prospectus of an offering circular, the standards 
form or content which are prescribed by any provision 
the Securities Act of 1933, or rules and regulations pr
mulgated thereunder, and Form F-7, F-8, F-9, or F-1
whichever is applicable, shall be filed with he Commis
sion at least seven days before the offering is made; an

2. A nonrefundable exemption fee as provided in A.R.S.
44-1861(G) shall be paid to the Commission.

Historical Note
Adopted effective August 14, 1991 (Supp. 91-3),

Editor’s Note: The following Section was amended under 
exemption from the Attorney General certification provisions of t
Arizona Administrative Procedure Act (See State of Arizona v. A
zona Corporation Commission, 114 Ariz. Adv. Rep. 36 (Ct. A
1992)), as determined by the Corporation Commission. T
exemption means that this rule as amended was not certified by
Attorney General.

R14-4-136. Exempt Transactions - Offers and Sales of Secu-
rities Pursuant to Certain Compensatory Benefit Plans and
Contracts Relating to Compensation
A. Exemption. Offers and sales of securities that satisfy the provi-

sions of subsection (B) by an issuer that satisfies the require-
ments of A.R.S. § 44-1902(B)(4) and (5) shall be added to 
class of transactions exempt under the provisions of A.R.S
44-1844.

B. Conditions to be met.
1. An exemption under this rule applies only to offers a

sales of an issuer’s securities pursuant to:
a. A written compensatory benefit plan and interests

such a plan established by that issuer, its parents
majority-owned subsidiaries for the participation o
their employees, directors, general partners, truste
(where the issuer is a business trust), officers, 
consultants or advisers provided that bona fide s
vices shall be rendered by consultants or advis
and such services must not be in connection with t
Supp. 99-2 Page 20 June 30, 1999
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offer and sale of securities in a capital-raising trans-
action; or

b. A written contract relating to the compensation of
the persons specified in subparagraph (B)(1)(a).

2. For purposes of this rule, a compensatory benefit plan
means any purchase, savings, option, bonus, stock appre-
ciation, profit sharing, thrift, incentive, pension, or simi-
lar plan.

3. The issuer, its parent, or majority-owned subsidiary shall
provide each participant in a compensatory benefit plan
with a copy of such plan. A copy of a written contract
relating to compensation shall be provided to the parties.

4.
a. Aggregate offering price means the sum of all cash,

property, notes, cancellation of debt, or other con-
sideration to be received by the issuer for the issu-
ance of the securities. Noncash consideration should
be valued in reference to bona fide sales of that con-
sideration made within a reasonable time or, in the
absence of sales, on the fair value as determined by
generally accepted accounting principles.

b. No adjustment to the aggregate offering price
described in this rule shall be made for other offer-
ings made in reliance upon other rules adopted pur-
suant to the Arizona Securities Act. The aggregate
offering price under other rules adopted pursuant to
the Arizona Securities Act shall not be reduced by
offerings made under this rule.

c. The number of shares permitted to be offered and
sold under subparagraph (B)(5)(b) shall not be
reduced by the number of shares offered or sold in
reliance upon other rules adopted pursuant to the
Arizona Securities Act or vice versa.

5. The amount of securities offered and sold in reliance on
this rule shall not exceed the greater of $500,000 or the
amount determined pursuant to subparagraph (B)(5)(a) or
(b); provided, however, that the aggregate offering price
of securities of the issuer subject to outstanding offers
made in reliance on this rule plus securities of the issuer
sold in the preceding 12 months in reliance on this rule
shall in no event exceed $5,000,000.
a. The aggregate offering price of securities of the

issuer subject to outstanding offers in reliance on
this rule plus securities of the issuer sold in the pre-
ceding 12 months in reliance on this rule shall not
exceed 15% of the total assets of the issuer, mea-
sured at the end of its last fiscal year; or

b. The number of securities of the issuer subject to out-
standing offers in reliance on this rule plus securities
of the issuer sold in the preceding 12 months in reli-
ance on this rule shall not exceed 15% of the out-
standing securities of that class. The outstanding
securities of a class shall include securities of that
class issuable pursuant to the exercise of outstanding
options, warrants, rights, or conversion of convert-
ible securities, unless such options, warrants, rights,
or convertible securities were issued under this rule.
If the securities offered or sold under this rule are
convertible securities, the number of securities sub-
ject to outstanding offers and sold under this subsec-
tion shall be deemed to be the shares of the securities
into which such securities may be converted.

6. Offers and sales exempt pursuant to this rule are deemed
to be a part of a single, discrete offering and are not sub-
ject to integration with any other offering or sale whether
registered under the Arizona Securities Act or otherwise

exempt from the registration requirements of the Arizona
Securities Act.

C. Except as provided in subsection (D), an exemption pursuant
to this rule is not available for the securities of an issuer if the
issuer or any of its predecessors, affiliates, directors, officers,
general partners, or beneficial owners of ten percent or more
of any class of its equity securities:
1. Has been convicted of a felony involving racketeering or

a transaction in securities or of which fraud is an essential
element or offenses listed in A.R.S. § 13-2301(D)(4).

2. Has been convicted within the ten years before any is
ance of securities under this rule, or at any time there
ter, of a misdemeanor involving racketeering or 
transaction in securities or of which fraud or dishonesty
an essential element.

3. Is subject to an order, judgment, or decree of a court
competent jurisdiction entered within ten years of th
date of any issuance of securities under this rule enjoin
or restraining him from engaging in or continuing an
conduct or practice in connection with the sale or pu
chase of securities or involving fraud, deceit, racketee
ing, or consumer protection laws.

4. Has been subject to any state or federal administra
order or judgment in connection with the purchase or s
of securities entered within five years before any issuan
of securities under this rule or at any time thereafter.

5. Is subject to an order of the Securities and Exchan
Commission denying or revoking registration as a brok
or dealer in securities under the Securities Exchange 
of 1934, is subject to an order denying or revoking me
bership in a national securities association register
under the Securities Exchange Act of 1934, or has be
suspended for a period exceeding six months or expe
from membership in a national securities exchange reg
tered under the Securities Exchange Act of 1934.

D. The Commission may, at its discretion, waive any disqual
cation caused by subsection (C). A disqualification under su
section (C) ceases to exist if:
1. The basis for the disqualification has been removed 

the jurisdiction creating it,
2. The jurisdiction in which the disqualifying even

occurred issues a written waiver of the disqualificatio
or

3. The jurisdiction in which the disqualifying even
occurred declines in writing to enforce the disqualifica
tion.

E. In view of the primary purpose of this rule, which is to provid
an exemption from the registration requirements of the A
zona Securities Act for securities issued in compensatory 
cumstances, this rule is not available to any issuer for a
transaction which, while in technical compliance with th
rule, is part of a plan or scheme to circumvent this purpo
such as to raise capital or to evade the registration provisi
of the Arizona Securities Act. In such cases, registration 
some other exemption from registration under the Arizo
Securities is required.

Historical Note
Adopted effective November 21, 1991 (Supp. 91-4). 

Amended effective June 27, 1994, under an exemption 
from the Attorney General certification requirements of 
the Arizona Administrative Procedure Act (Supp. 94-2).

R14-4-137. Exempt transactions - Securities issued pursuant
to court or governmental order
A. An issuance of securities in exchange for bona fide claims

property interests within or from this state which is made pu
June 30, 1999 Page 21 Supp. 99-2
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suant to a final judgment or order, in either event no longer
subject to appeal, of a federal or state court of competent juris-
diction or other governmental authority expressly authorized
by law, and where the terms and conditions of such issuance
are approved, shall be added to the class of transactions
exempt under A.R.S. § 44-1844. An offering made pursuant to
this exemption cannot be combined with an offering made pur-
suant to A.R.S. §§ 44-1843, 44-1843.01, and 44-1844.

B. To qualify for exemption under this rule, the following condi-
tions must be satisfied:
1. The issuer shall file with the Commission one copy of a

notice of the hearing upon the fairness of the terms of the
issuance, no less than ten calendar days prior to the hear-
ing.

2. The hearing must be held after reasonable notice and
opportunity to be heard is given to all interested parties.

3. At the conclusion of the hearing, the court or other gov-
ernmental authority must expressly find that the terms of
the exchange are fair.

4. The issuer shall file with the commission one copy of the
final signed order of the court or other governmental
authority within ten calendar days of the issuance of such
order.

C. This rule is not available to any issuer for any transaction or
chain of transactions that, although in technical compliance
with the rule, is part of a plan or scheme to evade the registra-
tion provisions of the Arizona Securities Act.

Historical Note
Adopted effective December 20, 1991 (Supp. 91-4).

R14-4-138. Foreign Security Exemption
A. The following transactions are added to the class of transac-

tions exempt under A.R.S. § 44-1844. Pursuant to A.R.S. § 44-
1848, no dealer or salesman as defined in A.R.S. § 44-1801
shall engage in the following transactions unless such dealer or
salesman is registered under A.R.S. Title 44, Chapter 12, Arti-
cle 9 or unless such transactions are exempt pursuant to A.R.S.
§ 44-1844(A)(4) and dealer registration is not required by Sec-
tion R14-4-104:
1. A non-issuer transaction in an outstanding security

(including an American Depository Receipt representing
such a security), of an issuer domiciled in a foreign coun-
try with which the United States is at the time of the
transaction maintaining diplomatic relations (including
the sale by a dealer, including an underwriter no longer
acting as an underwriter in respect to the securities
involved, but not including securities constituting an
unsold allotment to or subscription by the dealer as a par-
ticipant in the distribution of the securities by the issuer
or by or through an underwriter), if the class of security
has been outstanding in the hands of the public for not
less than 90 days preceding the date of the transaction and
if, at the time of the transaction, the conditions of sub-
paragraphs (a) and (b) hereof are met:
a. The exemption of paragraph (1) is not available

unless one of the following requirements is met:
i. The most recent edition of Moody’s Interna-

tional Manual or Standard & Poor’s Corpora-
tion Records, or the periodic supplements to
such publications (hereinafter referred to as the
“Manual”), contains a description of the
issuer’s business or operations, the names of
the issuer’s officers and directors (or their cor-
porate equivalents in the issuer’s country of
domicile), an audited balance sheet of the
issuer as of a date within 18 months of the date

of the transaction and audited profit and los
statements for each of the issuer’s two fisc
years immediately preceding the date of suc
balance sheet (such statements to be prepa
in accordance with U.S. or Foreign GAAP); or

ii. The issuer of the security has a class of secu
ties subject to the reporting requirements o
Section 13 of the Securities Exchange Act, 1
U.S.C.A. 78m (West 1981 & Supp. 1992
(“Section 13”) or Section 15(d) of the Securi
ties Exchange Act, 15 U.S.C.A. 78o(d) (Wes
1981) (“Section 15(d)”) and is not delinquent in
such reporting. Section 13 and Section 15(
are incorporated herein by reference and on f
with the Secretary of State; or

iii. The security is exempted from the provisions o
Section 12(g) of the Securities Exchange Act 
1934, 15 U.S.C.A. 78l(g) (West 1981) by Sec
tion 12(g)(3) of that Act, 15 U.S.C.A. 78l(g)(3)
(West 1981) and the issuer is in complianc
with all of the conditions of Section 12g3-
2(b)(1), 17 CFR 240.12g3-2(b)(1) (1992
which sections and rule are incorporated here
by reference and on file with the Secretary o
State.

b. The exemption of paragraph (1) is not availab
unless all of the following requirements are met:
i. The issuer, including any predecessors, h

been in continuous operation for at least th
preceding five years, is a going concern act
ally engaged in business and is not in an orga
zational or developmental stage, and is not 
bankruptcy or receivership; and

ii. The issuer has net tangible assets of at le
U.S. $25,000,000 as of the date of its mo
recent audited financial statement prepared 
accordance with U.S. or Foreign GAAP. Suc
statement shall be dated as of a date within 
months of the date of the transaction; and

iii. The issuer had an average net income aft
taxes of at least U.S. $1,000,000 over its mo
recent two consecutive years of operatio
according to audited profit and loss statemen
of the issuer prepared in accordance with U.
or Foreign GAAP for the issuer’s two fisca
years immediately preceding the date of th
financial statement referred to in subdivisio
(A)(1)(b)(ii) hereof; and

iv. The issuer has a class of securities listed 
traded on a stock exchange or automated quo
tion system organized under the laws of it
country of domicile; and

v. For the issuer’s securities in the United State
there are at least two market makers, who a
registered broker-dealers under the Securiti
Exchange Act of 1934, or at least one mark
maker who is a registered broker-dealer und
the Securities Exchange Act of 1934 and wh
has a net capital of at least $25,000,000.

2. A non-issuer transaction in an outstanding security, oth
than a revenue obligation, which is issued or guarante
by any foreign government with which the United State
is at the time of sale maintaining diplomatic relations, 
by a political subdivision of Canada or Mexico having th
power of taxation, if the securities when offered for sa
in this state are acknowledged by the foreign governm
Supp. 99-2 Page 22 June 30, 1999
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or political subdivision as valid obligations, and none of
the securities of the foreign government or political sub-
division are in default either as to principal or interest.

B. The Commission may by order revoke or suspend this exemp-
tion with respect to any securities or the use of the exemption
by any dealer if it finds that the further sale in this state of the
securities or by the dealer would work, or tend to work, a fraud
or deceit on the purchaser. The Director may temporarily sus-
pend this exemption with respect to any security or the use of
the exemption by any dealer pursuant to the procedures for a
temporary cease and desist order under Section R14-4-307.

C. For purposes of this rule, the following definitions shall apply:
1. “American Depository Receipt” is a negotiable certificate

issued by a U.S. depository pursuant to an effective regis-
tration statement filed on Form F-6 with the Securities
and Exchange Commission, representing the securities of
a non-U.S. company, which securities are held in custody
by a custodian in the company’s country of domicile; or a
similar type of receipt or instrument issued in respect of a
security which receipt or instrument has been approved
for sale by order of the Commission.

2. “Issuer” of an American Depository Receipt shall be
deemed to be the non-U.S. company that issued the secu-
rities represented by the American Depository Receipt.

3. “U.S. or Foreign GAAP” shall mean generally accepted
accounting principles of the United States or of the for-
eign country in which the issuer is domiciled.

Historical Note
Adopted effective March 4, 1993 (Supp. 93-1).

R14-4-139. Reserved

R14-4-140. Exempt Public Offerings to Accredited Investors
A. Definitions and terms. As used in this rule, the following terms

shall have the meanings indicated:
1. “Accredited investor” shall have the meaning provided in

R14-4-126.
2. “Business Day” shall mean any day other than a Satur-

day, Sunday, or day which is a legal holiday in the state
of Arizona.

3. “Form D” shall mean Form D of Regulation D (17 CFR
239.500 (1994)) promulgated by the SEC under the Secu-
rities Act of 1933, which is incorporated by reference and
is on file with the Office of the Secretary of State.

4. “Rule 504” shall mean Rule 504 of Regulation D (17
CFR 230.504 (1994)) promulgated by the SEC under the
Securities Act of 1933, which is incorporated by refer-
ence and is on file with the Office of the Secretary of
State.

5. “Securities Act” shall mean the Arizona Securities Act.
6. “SEC” shall mean the United States Securities and

Exchange Commission.
B. Initial offers and sales of securities by an issuer in reliance on

Rule 504 shall be exempt from the registration requirements of
A.R.S. §§ 44-1841 and 44-1842, subject to the satisfaction of
all of the following conditions:
1. The exemption from A.R.S. § 44-1842 shall be available

for offers of an issuer made only by its employees, offic-
ers, and directors who were not retained for the primary
purpose of making offers on behalf of the issuer and shall
not be available for third parties or dealers retained by an
issuer in connection with offers of the issuer.

2. The sale of securities shall not exceed $1,000,000 in any
12-month period.

3. The issuer shall not be a development stage company
with no specific business plan or purpose or a develop-
ment stage company that has indicated that its business

plan is to engage in a merger or acquisition with an u
dentified company or companies, or other entity or pe
son.

4. Offers of securities must specify that sales shall be ma
only to accredited investors. Sales of securities shall 
made exclusively to accredited investors.

5. Any prospectus, offering memorandum, subscriptio
documents, or other offering documents used in conn
tion with the offer or sale of securities shall be filed wit
the Commission at least ten business days prior to the 
tial sale of securities.

6. An opinion of counsel as to the validity of the issuance
the securities and the filing fee required by A.R.S. § 4
1861(E) shall be filed with the Commission at least te
business days prior to the initial sale of securities.

7. Any advertisement, communication, or sales literature
any kind, published either manually or electronicall
exhibited, or broadcast for radio or television must spe
ify that sales shall be made only to accredited investo
and shall be filed with the Commission at least five bus
ness days prior to the use thereof. All radio and televisi
broadcasts must be scripted and all such scripts and a 
eotape of all scripted television broadcasts must be s
mitted to the Commission within the requisite tim
period.

8. The following legend shall be set forth on the cover pa
of any offering documents, or any subscription doc
ments if there are no other offering documents, printed
capital letters in bold-face Roman type at least as large
ten-point modern type and at least two points leaded:

“SUBJECT TO THE PROVISIONS OF ARIZONA
ADMINISTRATIVE CODE R14-4-140, THESE
SECURITIES MAY BE OFFERED AND SOLD
BY THE ISSUER ONLY TO ACCREDITED
INVESTORS AS DEFINED IN ARIZONA
ADMINISTRATIVE CODE R14-4-126 AND MAY
BE RE-OFFERED AND SOLD WITHIN ARI-
ZONA FOR A THREE- YEAR PERIOD ONLY TO
ACCREDITED INVESTORS. THESE SECURI-
TIES HAVE NOT BEEN APPROVED OR DISAP-
PROVED BY THE SECURITIES AND
EXCHANGE COMMISSION OR THE ARIZONA
CORPORATION COMMISSION, NOR HAVE
THEY PASSED UPON THE MERITS OF OR
OTHERWISE APPROVED THIS OFFERING.
ANY REPRESENTATION TO THE CONTRARY
IS A CRIMINAL OFFENSE.”

9. The first sentence of the legend required by subsect
(B)(8) shall be conspicuously set forth on the front of an
certificate that represents a security issued or resold
accordance with this rule. Any certificate legend shall n
longer be required upon the termination of any resa
restrictions in accordance with subsection (F).

10. A copy of any initial Form D required to be filed with th
SEC shall be filed with the Commission within ten bus
ness days after filing the Form D with the SEC.

11. At the time of sale, the issuer, or any of its predecess
affiliates, directors, officers, general partners, or bene
cial owners of 10% or more of any class of its equi
securities, or any underwriter of the securities shall n
fall within the disqualifications of A.R.S. § 44-
1901(G)(1) through (6).

12. No later than 30 business days following the completi
of any offering of securities, the issuer shall file with th
Commission a certificate, signed by at least two of 
authorized officers, partners, or other authorized perso
June 30, 1999 Page 23 Supp. 99-2
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stating that such authorized officers, partners, or other
authorized persons, in their official capacities for the
issuer and after undertaking a reasonable investigation,
believe that the issuer has complied with all of the
requirements of subsection (B).

C. The Director may, in the Director’s discretion, waive any dis-
qualification caused by subsection (B)(11). 

D. Any disqualification caused by subsection (B)(11) shall cease
to exist if any of the following occurs:
1. The basis for the disqualification has been removed by

the jurisdiction creating it.
2. The jurisdiction in which the disqualifying event

occurred issues a written waiver of the disqualification.
3. The jurisdiction in which the disqualifying event

occurred declines in writing to enforce the disqualifica-
tion.

E. Except for re-offers and resales registered under Articles 6 or 7
of the Securities Act, re-offers and resales of securities issued
in accordance with subsection (B) shall be made in Arizona
exclusively in accordance with subsection (E). Such re-offers
and resales shall be exempt from the registration requirements
of A.R.S. §§ 44-1841 and 44-1842, subject to satisfaction of
all of the following conditions: 
1. Re-offers of securities must specify that resales within

Arizona shall be made only to accredited investors.
Resales of securities within Arizona shall be made exclu-
sively to accredited investors.

2. The seller of securities shall reasonably believe that the
initial sale of securities complied with subsection (B). A
reasonable belief may be based on the certificate of the
issuer filed in accordance with subsection (B)(12), pro-
vided that the seller of the securities did not know and, in
the exercise of reasonable care, could not have known of
any material misstatement or omission in such certificate.

3. Any advertisement, communication, or sales literature of
any kind, published either manually or electronically,
exhibited, or broadcast for radio or television must spec-
ify that resales shall be made only to accredited investors.

F. Any restrictions on re-offers or resales of securities imposed
by subsection (E) shall terminate upon the earlier of:
1. Three years after the date of the filing of the certificate of

the issuer required by subsection (B)(12);
2. The registration, with the Commission under Articles 6 or

7 of the Securities Act or with the SEC under the Securi-
ties Act of 1933 or the Securities Exchange Act of 1934,
of all or part of the same class of securities or any other
class of the issuer’s securities junior in rank to such class
of securities.

G. The Director may revoke the availability of subsection (B) or
(E) prior to any particular sale of securities under such subsec-
tions with respect to a particular issuer, seller, or transaction if
the Director determines that there is a reasonable likelihood
that the sale of the securities would work or tend to work a
fraud or deceit upon the purchasers thereof. In the event the
Director makes such a determination, the seller of the securi-
ties may request a hearing in accordance with the provisions of
Article 11 of the Securities Act by notifying the Commission
within ten days after notice of the Director’s determination
described in this subsection (G). 

H. No action or inaction on the part of the Commission or the
Director with respect to any offer or sale of securities under-
taken pursuant to this rule shall be deemed to be a waiver of
any condition of this rule nor shall it be deemed to be a confir-
mation by the Commission of the availability of this rule or the
approval of any offering. 

Note. No specific information is required to be furnishe
to purchasers other than the legend required by subs
tion (B)(8). However, in view of the anti-fraud provision
of federal securities laws and the Securities Act, issu
of securities should consider carefully the advisability 
written disclosure of all material information and risk
respecting the securities being offered to investors.

Historical Note
Adopted effective August 14, 1995 (Supp. 95-3).

R14-4-141. Solicitation of Interest Prior to the Filing of the
Registration Statement
A. The following definitions shall apply to this Section:

1. “Securities Act” means the Securities Act of Arizona
A.R.S. § 44-1801 et seq.

2. “SEC” means the United States Securities and Excha
Commission.

3. “Solicitation of Interest Form” means the document us
to solicit indications of interest in a security, which mu
contain, in all material respects, the information set for
in subsection (J).

B. An offer, but not a sale, of a security made by an issuer, or on
behalf of an issuer by a dealer registered under Article 9 of 
Securities Act, for the sole purpose of soliciting an indicatio
of interest in receiving a prospectus, or its equivalent, for su
security is exempt from A.R.S. § 44-1841, and the issuer a
its employees are exempt from A.R.S. § 44-1842, if all of t
following conditions are satisfied:
1. The issuer is, or will be, a business entity organized un

the laws of 1 of the states or possessions of the Uni
States or 1 of the provinces or territories of Canada o
of the states of Mexico, and is not conducting or inten
ing to conduct a blind pool offering as defined in A.R.S.
44-1801(1).

2. The issuer intends to register the security in Arizona pr
to sale or the securities will be sold pursuant to a va
exemption in Arizona.

3. Ten business days prior to the initial solicitation of inte
est under this Section, the issuer files with the Comm
sion a Solicitation of Interest Form along with any oth
items to be used, directly or indirectly, to conduct solici-
tations of interest, including, but not limited to, the scrip
of any broadcast to be made and a copy of any notice
advertisement to be published. 

4. Five business days prior to usage, the issuer files with 
Commission any material amendments to the forego
items or additional items to be used to conduct solici
tions of interest, except for items provided to a particu
offeree pursuant to a request by that offeree.

5. The issuer does not use any Solicitation of Interest Fo
script, advertisement or other item to solicit indications 
interest, which the Division has notified the issuer not 
distribute.

6. During the solicitation of interest period, the issuer, or t
dealer on behalf of the issuer, does not solicit or acc
money or a commitment to purchase securities.

7. Any published notice, published advertisement or scr
for broadcast must contain at least the identity of the ch
executive officer of the issuer, a brief general descripti
of the issuer’s business and products, and the 1st p
graph of the legend required in the Solicitation of Intere
Form pursuant to subsection (J)(2)(g).

8. All communications with prospective investors made 
reliance on this Section must cease after a registrat
statement is filed in Arizona.
Supp. 99-2 Page 24 June 30, 1999
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C. The issuer, or the dealer on behalf of the issuer, may commu-
nicate with any offeree about the contemplated offering pro-
vided the offeree is supplied the most current Solicitation of
Interest Form no later than 5 business days from the communi-
cation. The requirements of this subsection do not apply to
issuer communications made solely in the form of scripted
broadcasts, published notices or published advertisements. 

D. Unless the disqualification is waived or ceases to exist under
subsection (E), the exemption of subsection (B) is not avail-
able if the issuer or any of its predecessors, affiliates, directors,
officers, general partners, or beneficial owners of 10% or more
of any class of its equity securities:
1. Has been convicted of a felony of which fraud is an

essential element, or which involves racketeering, or a
transaction in securities, or an offense listed in A.R.S. §
13-2301(D)(4).

2. Has been convicted within 10 years of the date of the fil-
ing of the Solicitation of Interest Form of a misdemeanor
of which fraud or dishonesty is an essential element, or
involving racketeering, or a transaction in securities.

3. Is subject to an order, judgment, or decree of any court of
competent jurisdiction entered within 10 years of the date
of the filing of the Solicitation of Interest Form, which
temporarily, preliminarily or permanently enjoins or
restrains such person from engaging in, or continuing,
any conduct or practice in connection with the sale or
purchase of securities, or involving fraud, deceit, racke-
teering or consumer protection laws.

4. Has been subject to any state or federal administrative
order or judgment in connection with the purchase or sale
of securities entered within 5 years of the date of the fil-
ing of the Solicitation of Interest Form.

5. Is subject to the reporting requirements of the Securities
Exchange Act of 1934 and has not filed all required
reports during the 12 calendar months before the filing of
the Solicitation of Interest Form.

6. Is subject to an SEC order denying or revoking registra-
tion as a broker or dealer in securities under the Securities
Exchange Act of 1934, or is subject to an order denying
or revoking membership in a national securities associa-
tion registered under the Securities Exchange Act of
1934, or has been suspended for a period exceeding 6
months, or expelled from membership in a national secu-
rities exchange registered under the Securities Exchange
Act of 1934.

E. The Commission may, at its discretion, waive any disqualifi-
cation caused by subsection (D). In addition, a disqualification
under subsection (D) ceases to exist if:
1. The basis for the disqualification is removed by the juris-

diction creating it;
2. The jurisdiction in which the disqualifying event

occurred issues a written waiver of the disqualification;
or 

3. The jurisdiction in which the disqualifying event
occurred declines in writing to enforce the disqualifica-
tion.

F. A failure to comply with all of the requirements of subsections
(B) and (C) will not result in the loss of the exemption from
A.R.S. §§ 44-1841 and 44-1842 for any offer to a particular
individual or entity if the issuer shows all of the following:
1. The failure to comply did not pertain to a condition

directly intended to protect that particular individual or
entity; 

2. The failure to comply was insignificant with respect to
the offering as a whole; and

3. A good faith and reasonable attempt was made to com
with all applicable conditions of subsections (B) and (C

G. Any issuer, or other person on behalf of an issuer, who solic
indications of interest under this Section, may not make off
or sales in reliance on A.R.S. § 44-1844(A)(1) or A.A.C. R1
4-126 until 6 months after the last communication with a pr
spective investor made pursuant to this Section.

H. All offers and communications, including but not limited to
the Solicitation of Interest Form, made in reliance on this Se
tion are subject to the anti-fraud provisions of the Securit
Act.

I. The Director of Securities may revoke the availability of th
exemption prior to any particular solicitation of interest wit
respect to a particular issuer or transaction if the Director
Securities determines that there is a reasonable likelihood 
the solicitation of interest would tend to work a fraud or dec
upon the offerees. In the event the Director of Securit
makes such a determination, the issuer of the solicitation
interest may request a hearing in accordance with the pro
sions of Article 11 of the Securities Act by notifying the Com
mission within 10 days after written notice of the Director
determination.

J. The following sets forth the minimum information that mus
be included in a Solicitation of Interest Form. Additiona
information may be included. Except for the title, the require
information may be presented graphically in any manner.
1. The title of the Solicitation of Interest Form must includ

the phrase: “SOLICITATION OF INTEREST.”
2. The Solicitation of Interest Form must include each of t

following items:
a. Name of the issuer;
b. Street address of the issuer’s principal office;
c. Issuer’s telephone number;
d. Date and place of organization of the issuer;
e. Dollar amount of the proposed offering;
f. Name of the issuer’s chief executive officer o

equivalent;
g. The following legend, or a legend which is substa

tially equivalent in plain and concise language:
“THIS IS A SOLICITATION OF INTEREST
ONLY. NO MONEY OR OTHER CONSIDER-
ATION IS BEING SOLICITED AND NONE WILL
BE ACCEPTED. 
NO SALES OF THE SECURITIES WILL BE
MADE, OR COMMITMENT TO PURCHASE
ACCEPTED, UNTIL THE DELIVERY OF A
FINAL OFFERING CIRCULAR [PROSPECTUS]
THAT INCLUDES COMPLETE INFORMATION
ABOUT THE ISSUER AND THE OFFERING. AN
INDICATION OF INTEREST MADE BY A PRO-
SPECTIVE INVESTOR INVOLVES NO OBLI-
GATION OR COMMITMENT OF ANY KIND.
THIS OFFER IS BEING MADE PURSUANT TO
AN EXEMPTION FROM REGISTRATION
UNDER FEDERAL AND STATE SECURITIES
LAWS. NEITHER THE FEDERAL NOR THE
STATE AUTHORITIES HAVE CONFIRMED
THE ACCURACY OR DETERMINED THE ADE-
QUACY OF THIS DOCUMENT OR ANY OTHER
DOCUMENT PRESENTED TO YOU IN CON-
NECTION WITH THIS OFFER. NO SALE MAY
BE MADE UNTIL THE OFFERING CIRCULAR
[PROSPECTUS] IS REGISTERED IN THIS
STATE AND IS QUALIFIED OR REGISTERED
BY THE SECURITIES AND EXCHANGE COM-
MISSION.”
June 30, 1999 Page 25 Supp. 99-2
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h. A statement indicating whether the issuer is in the
development stage, is conducting operations, has
never conducted operations, or other applicable
description;

i. A general description of the issuer’s business or pro-
posed business including the products or goods that
are, or will be, produced or services that are, or will
be, rendered, how these products or services are, or
will be, produced or rendered, and how and when
the issuer intends to carry out its activities;

j. A general description of the purposes for which the
issuer intends to use the proceeds of the proposed
offering;

k. The following information for all executive officers
and directors: name, title, office, street address, tele-
phone number, employment history (employers,
titles and dates of positions held during the past 5
years), and education if less than 5 years of business
experience (degrees, schools and dates).

Historical Note
Adopted effective September 11, 1998 (Supp. 98-3).

R14-4-142. Securities Offerings on the Internet
A. Scope of Section. This Section applies to any offer for sale of

securities placed on the Internet, except for those offers for
sale from Arizona. As used in this Section, the term “Internet”
is to be construed liberally to include all proprietary or com-
mon carrier electronic systems, or similar media.

B. An offer for sale of securities placed on the Internet by, or on
behalf of, an issuer, involving securities that will not be sold in
Arizona pursuant to the Internet offer, shall be exempt from
the provisions of A.R.S. §§ 44-1841 and 44-3321, and the off-
eror of such securities shall be exempt from A.R.S. § 44-1842,
provided that:
1. The Internet offer for sale prominently and conspicuously

indicates on the cover page of any offering document and
on any subscription agreement document (a) that the
securities are not being offered to persons in Arizona, or
(b) in which specific states, other than Arizona, the secu-
rities are being offered;

2. The offer for sale is not otherwise specifically directed to
any person in Arizona by, or on behalf of, the issuer; and 

3. No sales of the issuer’s securities are made in Arizona as
a direct or indirect result of the Internet offer for sale.

C. Any issuer who places an offer for sale of securities on the
Internet in accordance with this Section may subsequently
offer and sell such securities to persons in Arizona pursuant to
a valid exemption from registration, or by filing a registration
statement pursuant to A.R.S. §§ 44-1871, 44-1891, 44-1901 or
44-1902, or by filing a notice pursuant to A.R.S. § 44-3321.
Where a registration statement is required, the issuer shall not
make a sale of such securities to a person in Arizona until 30
days after the filing of the registration statement or the effec-
tive date of the registration statement, whichever is later.

Historical Note
Adopted effective September 11, 1998 (Supp. 98-3).

R14-4-143. Reserved

R14-4-144. Suitability Standards Pursuant to A.R.S. § 44-
1845
A. Any issuer engaging in a transaction of a type specified in

A.R.S. § 44-1845(B)(1) may apply for a special registration.
Pursuant to A.R.S. § 44-1845(C), the special registration will
impose the suitability standards of subsections (B) or (C) on
the transaction in lieu of the conditions and standards pre-
scribed under A.R.S. §§ 44-1876, 44-1877, 44-1878, 44-

1921(1), (3), and (4), and the rules under those Sectio
except when the sale of securities works or would tend to w
a fraud or deceit upon the investors.

B. For all offerings listed on the Nasdaq SmallCapSM Market, the
dealer, or the issuer if engaging in the sale of its securiti
must have a reasonable belief that the potential investor sa
fies any of the following conditions:
1. Minimum of $100,000, or $150,000 when combined wi

spouse, in gross income during the prior year and a r
sonable expectation that the investor will have su
income in the current year; or

2. Minimum net worth of $250,000, or $300,000 when com
bined with spouse, exclusive of home, home furnishin
and automobiles, with the investment not exceeding 10
of the net worth of the investor, together with spouse,
applicable.

C. For offerings not listed on the Nasdaq SmallCapSM Market,
the dealer, or the issuer if engaging in the sale of its securit
must have a reasonable belief that the potential investor sa
fies any of the following conditions:
1. Minimum of $150,000, or $200,000 when combined wi

spouse, in gross income during the prior year and a r
sonable expectation that the investor will have su
income in the current year; or

2. Minimum net worth of $350,000, or $400,000 when com
bined with spouse, exclusive of home, home furnishin
and automobiles, with the investment not exceeding 10
of the net worth of the investor, together with spouse,
applicable.

D. The suitability standards specified in this Section are not av
able for direct participation programs, including real esta
programs, real estate investment trusts, commodity pools,
and gas programs, equipment leasing programs, and other 
ilar programs that let investors participate directly in the ca
flow and tax benefits of the underlying investments.

E. The issuer, or any of its predecessors, affiliates, directo
officers, general partners or beneficial owners of 10% or mo
of any class of its equity securities, or any underwriter of t
securities shall not fall within any of the disqualification prov
sions of A.R.S. § 44-1901(G)(1) though (6). 

F. The Commission may, at its discretion, waive any disquali
cation caused by subsection (E).

G. Any disqualification caused by subsection (E) shall cease
exist if any of the following occurs:
1. The basis for the disqualification has been removed 

the jurisdiction creating it.
2. The jurisdiction in which the disqualifying even

occurred issues a written waiver of the disqualification.
3. The jurisdiction in which the disqualifying even

occurred declines in writing to enforce the disqualifica
tion.

H. Adherence to a suitability standard imposed in connecti
with an offering subject to this Section, by condition or othe
wise, shall not relieve a dealer from compliance with A.A.C
R14-4-130(A)(4).

I. Any offering document used in connection with an offering 
which suitability standards are imposed under this Sect
shall prominently and conspicuously include a description 
the applicable suitability standards.

Historical Note
Adopted effective September 11, 1998 (Supp. 98-3).

R14-4-145. Exemption for Electronic Venture Capital Net-
works
A. Definitions and terms. As used in this Section, the followin

terms shall have the meaning indicated:
Supp. 99-2 Page 26 June 30, 1999
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1. “Accredited Investor” shall have the meaning provided in
R14-4-126.

2. “Listed Company” shall mean a business that maintains a
listing on the Network.

3. “Net Earnings” shall mean the after-tax earnings of a
company or issuer that are derived from its normal opera-
tions, exclusive of extraordinary and nonrecurring items,
determined according to generally accepted accounting
principles.

4. “Network” shall mean a computer matching or listing ser-
vice or system that facilitates the matching of businesses
in need of capital to investors by enhancing the flow of
information between businesses and investors.

5. “Affiliate” shall mean a person or entity that directly, or
indirectly through 1 or more intermediaries, controls or is
controlled by, or is under common control with, the per-
son or entity specified.

6. “Operator” shall mean the person or entity that owns,
operates, sponsors or conducts a Network and any
employees. An Operator shall not include a dealer, an
affiliate of a dealer, an investment adviser, or an affiliate
of an investment adviser.

7. “Securities Act” shall mean the Securities Act of Ari-
zona, A.R.S. § 44-1801 et seq.

B. No Network or Operator shall be required to register as a
dealer or salesman pursuant to Article 9 of the Securities Act,
nor shall a Network or Operator be required to be licensed or
file a notice as an investment adviser or investment adviser
representative pursuant to Article 4 of the Arizona Investment
Management Act (A.R.S. Title 44, Chapter 13), provided that
the Network or Operator complies with the following condi-
tions:
1. The Network or Operator shall not provide advice about

any particular opportunities or ventures or make recom-
mendations concerning any Listed Company;

2. The Network or Operator shall not receive compensation
other than flat fees to cover administrative costs and such
fees will not be made contingent upon the outcome or
completion of any securities transaction resulting from a
listing on the Network;

3. The Network or Operator shall not participate in any
negotiations between investors and any Listed Company;

4. The Network or Operator shall not directly or indirectly
assist any investor or Listed Company with any transac-
tion;

5. The Network or Operator shall not handle funds or secu-
rities involved in any transaction;

6. The Network or Operator shall not hold themselves out as
providing any securities-related services other than a list-
ing or matching service;

7. The Network or Operator shall list only companies that
the Network or Operator reasonably believes do not fall
within the disqualification provisions listed in subsection
(C);

8. The Network or Operator shall limit access to informa-
tion on Listed Companies to only those persons or entities
that the Network or Operator reasonably believes are
Accredited Investors;

9. Information contained on the Network shall not be orga-
nized or presented in a manner that suggests that the Net-
work recommends the purchase, holding or sale of any
security;

10. Any information contained on the Network concerning
any Listed Company will be readily available in docu-
ments from the Listed Company or its agents and, where

required by law, will be filed with the appropriate stat
and federal authorities;

11. A Listed Company shall have a specific business plan
purpose, but its plan or purpose shall not be to engage 
merger or acquisition with an unidentified company o
companies, or other entity or person;

12. Listed Company offerings may not exceed an aggreg
of $5,000,000 in any consecutive 12 month period;

13. Operator or Network officials, participants, and emplo
ees with direct or indirect operating or supervisory co
trol over Network operations will not participate a
investors in any Listed Company unless such particip
tion is in compliance with securities laws and such part
ipation is disclosed on the Network.

C. This exemption is not available for any Network, Operator, 
Listed Company if such entity or predecessor or any of 
officers, directors, 10% stockholders, promoters or any sell
agents of the securities to be offered, or any officer, directo
partner of such selling agent:
1. Has filed a registration statement which is the subject o

registration stop order entered pursuant to any sta
securities law within 5 years of the proposed offering;

2. Has been convicted within 5 years of the proposed off
ing of any felony or misdemeanor in connection with th
offer, purchase or sale of any security or any felo
involving fraud or deceit, including, but not limited to
forgery, embezzlement, obtaining money under false p
tenses, larceny, or conspiracy to defraud; 

3. Is subject to any state administrative enforcement or
or judgment entered by that state’s securities administ
tor within 5 years of the proposed offering, or is subje
to any state’s administrative enforcement order or jud
ment in which fraud or deceit, including, but not limite
to, making untrue statements of material facts and om
ting to state material facts, was found and the order
judgment was entered within 5 years of the propos
offering;

4. Is subject to any state’s administrative enforcement or
or judgment which prohibits, denies or revokes the use
any exemption from registration in connection with th
proposed offer, purchase or sale of securities;

5. Is subject to any order, judgment or decree of any cour
competent jurisdiction temporarily or preliminarily
restricting or enjoining, or is subject to any order, jud
ment or decree of any court of competent jurisdictio
permanently restraining or enjoining such party fro
engaging in or continuing any conduct or practice in co
nection with the purchase or sale of any security 
involving the making of any false filing with the state
entered within 5 years of the proposed offering.

D. The Commission, at its discretion, may waive any disquali
cation caused by subsection (C).

E. Any disqualification caused by subsection (C) shall cease
exist if any of the following occurs:
1. The basis for the disqualification has been removed 

the jurisdiction creating it;
2. The jurisdiction in which the disqualifying event occur

issues a written waiver of the disqualification;
3. The jurisdiction in which the disqualifying even

occurred declines in writing to enforce the disqualifica
tion.

F. The Commission may by order revoke or suspend this exem
tion if it finds that the operation of the Network or Operato
would work or tend to work a fraud or deceit upon investors
potential investors.
June 30, 1999 Page 27 Supp. 99-2
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Historical Note
Adopted effective September 11, 1998 (Supp. 98-3).

R14-4-146. Processing of Initial and Renewal Applications
for the Registration or Exemption of Securities Offerings
A. For purposes of this Section, the term “application” includes

all documents, information and fees prescribed by the Com-
mission for the registration or exemption of securities under
A.R.S., Title 44, Chapter 12, and any rules promulgated under
those statutes.

B. Within 30 days after receipt of an initial or renewal application
for the registration or exemption of securities, the Commission
shall notify the applicant, in writing, that the application is
complete or deficient. If the application is deficient, the notice
shall specify all deficiencies. Unless otherwise notified by the
Commission, an application will be deemed complete 30 days
after receipt by the Commission of information in satisfaction
of all deficiencies.

C. An applicant with a deficient application shall supply the
information in satisfaction of the deficiencies within the time
permitted by A.R.S. § 44-1861(K). If the applicant fails to pro-
vide the information, the Commission may abandon the appli-
cation under A.R.S. § 44-1861(K). An applicant whose
application has been abandoned may reapply by submitting a
new application.

D. Within 60 days after receipt of a complete application, the
Commission shall approve the application or initiate the denial
process by filing a notice of an opportunity for a hearing under
R14-4-306. When a notice of an opportunity for a hearing is
filed:
1. If the applicant does not request a hearing, the Commis-

sion shall approve, deny or take other appropriate action
regarding the application within 70 days after service of
the notice.

2. If the applicant requests a hearing, the applicant shall do
so within 10 days after receipt of the notice. The Com-
mission shall approve, deny or take other appropriate
action regarding the application within 210 days after the
applicant’s request is docketed with the Commission.

E. For purposes of A.R.S. § 41-1073, the Commission has estab-
lished the following time-frames:
1. When the Commission approves an application under

subsection (D):
a. Administrative completeness review time-frame: 60

days;
b. Substantive review time-frame: 60 days;
c. Overall time-frame: 120 days.

2. When the Commission initiates the denial process and no
hearing is requested under subsection (D)(1):
a. Administrative completeness review time-frame: 60

days;
b. Substantive review time-frame: 130 days;
c. Overall time-frame: 190 days.

3. When the Commission initiates the denial process and a
hearing is requested under subsection (D)(2):
a. Administrative completeness review time-frame: 60

days;
b. Substantive review time-frame: 280 days;
c. Overall time-frame: 340 days.

F. If an applicant requests, and is granted, an extension or contin-
uance, the appropriate time-frames shall be tolled from the
date of the request for the duration of the extension or continu-
ance.

G. When the period of time prescribed in this Section is less than
11 days, intermediate Saturdays, Sundays, and legal holidays
shall not be included in the computation. When the period of
time prescribed for a specific time-frame is 11 days or more,

intermediate Saturdays, Sundays, and legal holidays shal
included in the computation.

H. In lieu of the time-frames established by this Section, t
Commission shall process applications for the registration
exemption of certain securities offerings within the time
frames set forth in Table A.

Historical Note
Adopted effective September 17, 1998 (Supp. 98-3).

R14-4-147. Processing of Applications for Dealer and Sales-
man Registration
A. For purposes of this Section, the term “application” includ

all documents, information and fees prescribed by the Co
mission under A.R.S., Title 44, Chapter 12, Articles 5 and
and any rules promulgated under those statutes.

B. The Commission shall provide notices of deficiency, com
pleteness or approval, as required under this Section, eithe
writing or through the CRD system.

C. The following provisions apply to applications for dealer re
istration:
1. Within 21 days after receipt of an application for deal

registration, the Commission shall notify the applica
that the application is either complete or deficient. If th
application is deficient, the notice shall specify all def
ciencies. Unless otherwise notified by the Commissio
an application will be deemed complete 21 days af
receipt by the Commission of information in satisfactio
of all deficiencies.

2. An applicant with a deficient application shall supply th
information in satisfaction of the deficiencies within th
time permitted by A.R.S. § 44-1861(K). If the applican
fails to provide the information, the Commission ma
abandon the application under A.R.S. § 44-1861(K). A
applicant whose application has been abandoned m
reapply by submitting a new application.

3. Within 60 days after receipt by the Commission of a co
plete application and the approval of the application 
both the National Association of Securities Dealers a
the state of the dealer’s principal place of business
other than Arizona, the Commission shall approve t
application or initiate the denial process by filing a notic
of an opportunity for a hearing under R14-4-306. When
notice of an opportunity for a hearing is filed:
a. If the applicant does not request a hearing, the Co

mission shall approve, deny or take other approp
ate action regarding the application within 70 day
after service of the notice.

b. If the applicant requests a hearing, the applica
shall do so within 10 days after receipt of the notic
The Commission shall approve, deny or take oth
appropriate action regarding the application with
210 days after the applicant’s request is docket
with the Commission.

4. For purposes of A.R.S. § 41-1073, the Commission h
established the following time-frames:
a. When the Commission approves an applicati

under subsection (C)(3):
i. Administrative completeness review time

frame: 42 days;
ii. Substantive review time-frame: 60 days;
iii. Overall time-frame: 102 days.

b. When the Commission initiates the denial proce
and no hearing is requested under subsect
(C)(3)(a):
i. Administrative completeness review time

frame: 42 days;
Supp. 99-2 Page 28 June 30, 1999
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ii. Substantive review time-frame: 130 days;
iii. Overall time-frame: 172 days.

c. When the Commission initiates the denial process
and a hearing is requested under subsection
(C)(3)(b):
i. Administrative completeness review time-

frame: 42 days;
ii. Substantive review time-frame: 280 days;
iii. Overall time-frame: 322 days.

D. The following provisions apply to applications for salesman
registration:
1. Within 30 days after receipt of an application for sales-

man registration, the Commission shall notify the appli-
cant that the application is either complete or deficient. If
the application is deficient, the notice shall specify all
deficiencies. Unless otherwise notified by the Commis-
sion, an application will be deemed complete 30 days
after receipt by the Commission of information in satis-
faction of all deficiencies.

2. An application will not be deemed complete until the
Commission receives notice through the CRD system, or
otherwise, that the applicant:
a. Has passed all of the required examinations;
b. Is not seeking dual registration; and
c. Is not under special review status by the National

Association of Securities Dealers.
3. An applicant with a deficient application shall supply the

information in satisfaction of the deficiencies within the
time permitted by A.R.S. § 44-1861(K). If the applicant
fails to provide the information, the Commission may
abandon the application under A.R.S. § 44-1861(K). An
applicant whose application has been abandoned may
reapply by submitting a new application.

4. Within 60 days after receipt of a complete application,
and the approval of the application by both the National
Association of Securities Dealers and the state of the
salesman’s principal place of business if other than Ari-
zona, the Commission shall approve the application or
initiate the denial process by filing a notice of an opportu-
nity for a hearing under R14-4-306. When a notice of an
opportunity for a hearing is filed:
a. If the applicant does not request a hearing, the Com-

mission shall approve, deny or take other appropri-
ate action regarding the application within 70 days
after service of the notice.

b. If the applicant requests a hearing, the applica
shall do so within 10 days after receipt of the notic
The Commission shall approve, deny or take oth
appropriate action regarding the application with
210 days after the applicant’s request is docket
with the Commission.

5. For purposes of A.R.S. § 41-1073, the Commission h
established the following time-frames:
a. When the Commission approves an applicati

under subsection (D)(4):
i. Administrative completeness review time

frame: 60 days;
ii. Substantive review time-frame: 60 days;
iii. Overall time-frame: 120 days.

b. When the Commission initiates the denial proce
and no hearing is requested under subsect
(D)(4)(a):
i. Administrative completeness review time

frame: 60 days;
ii. Substantive review time-frame: 130 days;
iii Overall time-frame: 190 days.

c. When the Commission initiates the denial proce
and a hearing is requested under subsect
(D)(4)(b):
i. Administrative completeness review time

frame: 60 days;
ii. Substantive review time-frame: 280 days;
iii. Overall time-frame: 340 days.

E. If an applicant under this Section requests, and is granted
extension or continuance, the appropriate time-frames shal
tolled from the date of the request for the duration of the exte
sion or continuance.

F. When the period of time prescribed in this Section is less th
11 days, intermediate Saturdays, Sundays, and legal holid
shall not be included in the computation. When the period
time prescribed for a specific time-frame is 11 days or mo
intermediate Saturdays, Sundays, and legal holidays shal
included in the computation.

G. The Commission shall renew registrations under this Sect
upon receipt by the Commission of the registration fee, 
required by A.R.S. § 44-1861.

Historical Note
Adopted effective September 17, 1998 (Supp. 98-3).

Table A. Arizona Corporation Commission Securities Division - Time-Frames

ARIZONA CORPORATION COMMISSION SECURITIES DIVISION - Time-Frames

Historical Note
Adopted effective September 17, 1998 (Supp. 98-3).

ARTICLE 2.  REPEALED

Former Article 2 consisting of Sections R14-4-201 through

R14-4-212 repealed effective May 16, 1978.

Security Offering

Statutory or 
Administrative Code 

Reference

Administrative 
Completeness Review 

(in days)
Substantive 

Review (in days)
Overall Time-

Frame (in days)

Nonexempt government securities A.R.S. § 44-1843.01 10 10 20

Exempt transactions – existing
stockholders and/or employees

A.A.C. R14-4-101 5 5 10

Exempt transactions – restricted
public offerings

A.A.C. R14-4-102 5 5 10
June 30, 1999 Page 29 Supp. 99-2
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ARTICLE 3.  PROVISIONS RELATING TO 
ENFORCEMENT

R14-4-301. Scope of Article
This Article applies to investigations and examinations conducted
pursuant to the provisions of the Securities Act and the IM Act, and
to any orders issued under such acts. When not in conflict with this
Article, the applicable provisions of A.A.C. R14-3-101 through
R14-3-113 also shall apply.

Historical Note
Adopted effective October 31, 1979 (Supp. 79-5). 

Amended effective November 19, 1987 (Supp. 87-4). 
Amended effective December 21, 1995, under an exemp-
tion from the Attorney General approval requirements of 
the Arizona Administrative Procedure Act (Supp. 95-4).

R14-4-302. Definitions
The following definitions shall apply to this Article 3 unless the
context otherwise requires:

1. “Attorney General” means the duly qualified and acting
Attorney General of Arizona or the Attorney General’s
duly appointed assistant.

2. “Division” means the Securities Division of the Arizona
Corporation Commission.

3. “Formal interview” means the examination under oath of
an individual compelled or requested to testify as part of
an investigation or examination.

4. “Hague Convention” means the Hague Convention on the
Service Abroad of Judicial and Extrajudicial Documents,
November 15, 1965, 20 U.S. Treaties and Other Interna-
tional Agreements 361, which is incorporated by refer-
ence, does not contain any later amendments or editions,
and is on file in the Office of the Secretary of State. Cop-
ies of the Hague Convention are available from the Secu-
rities Division of the Arizona Corporation Commission
and from the Treaty Affairs Section, Office of the Legal
Adviser, Department of State, Washington, D.C. 20520.

5. “IM Act” means the Arizona Investment Management
Act, A.R.S. § 44-3101 et seq. 

6. “Respondent” means any person who has been captioned
in or served a notice or order of the Commission.

7. “Securities Act” means the Securities Act of Arizona,
A.R.S. § 44-1801 et seq.

8. “Unincorporated organization” includes a limited liability
company for purposes of the definition of “person”, as
defined in A.R.S. § 44-1801(13).

Historical Note
Adopted effective October 31, 1979 (Supp. 79-5). 

Amended effective November 19, 1987 (Supp. 87-4). 
Amended effective December 21, 1995, under an exemp-
tion from the Attorney General approval requirements of 
the Arizona Administrative Procedure Act (Supp. 95-4).

R14-4-303. Confidentiality
All information or documents obtained by officers, employees, or
agents of the Commission, including, but not limited to, the short-
hand reporter or stenographer transcribing the reporter’s notes, in
the course of any examination or investigation shall, unless made a
matter of public record, be deemed confidential. Officers, employ-
ees, and agents are prohibited from making such confidential infor-
mation available to anyone other than a member, officer or
employee of the Commission, agents designated by the Commis-
sion or Director, the Attorney General, and law enforcement or reg-
ulatory officials, except in accordance with any rule of the
Commission or unless the Commission or the Director authorizes

the disclosure of such information or documents as not contrar
the public interest.

Historical Note
Adopted effective October 31, 1979 (Supp. 79-5). 

Amended effective December 21, 1995, under an exemp-
tion from the Attorney General approval requirements of 
the Arizona Administrative Procedure Act (Supp. 95-4).

R14-4-304. Methods of Service of Subpoenas, Notices,
Orders, and Other Administrative Documents
A. Subpoenas, notices, and orders issued pursuant to the Se

ties Act or the IM Act, and any other documents filed in a
administrative proceeding under the Securities Act or the 
Act, may be served by a sheriff, by the sheriff's deputy, by 
employee of the Commission, or by any other person who
not less than 18 years of age and who is authorized by 
Division or the Commission to serve the Commission’s su
poena, notice, order, or other documents filed in the admin
trative proceeding.

B. Subpoenas, notices, orders, and other documents filed in
administrative proceeding may be served upon a natural p
son including, but not limited to, a dealer, salesman, inve
ment adviser, or investment adviser representative, as follo
1. By personal service.
2. By leaving a copy at the person’s dwelling house, 

usual place of abode, with a person of suitable age a
discretion, but not less than 16 years of age, then resid
therein.

3. By leaving a copy at the person’s usual place of busin
or employment with an employee, express or implie
agent, supervisor, owner, officer, partner, or other simi
person of suitable age and discretion, but not less than
years of age.

4. By leaving a copy with an agent authorized by express
implied appointment or by law to receive service of pro
cess for the person to whom the subpoena, notice,
order is addressed.

5. By mailing a copy of the subpoena, notice, or order in 
envelope addressed to the last known dwelling house
usual place of abode or last known business address. S
poenas, notices, and temporary cease-and-desist or
shall be sent postage prepaid, by certified mail, wi
return receipt requested. The signed return receipt sh
constitute proof of service of subpoenas, notices, a
temporary cease-and-desist orders but shall not be 
exclusive method of proving service. Service of all oth
orders or other documents filed in the administrative pr
ceeding shall be deemed complete when a copy in 
envelope, addressed to the last known dwelling house
usual place of abode or last known business address
deposited in the United States mail with 1st class posta
prepaid.

C. A subpoena, notice, order, or other document filed in 
administrative proceeding may be served upon a corporat
partnership, trust, limited liability company, association, 
other business entity, including, but not limited to, a dealer
an investment adviser, as follows:
1. By leaving a copy with an employee, of suitable age a

discretion, but not less than 16 years of age, at any pl
of business of the corporation, partnership, trust, limit
liability company, association, or other business entity;

2. By leaving a copy with any officer or director of a corpo
ration, managing or general partner of a partnersh
trustee of a trust, member of a member-managed limi
liability company or manager of a manager-managed lim
Supp. 99-2 Page 30 June 30, 1999
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ited liability company, or any authorized representative
of an association or other business entity;

3. By leaving a copy with any agent authorized by express
or implied appointment or by law to receive service of
process for the entity to whom the subpoena, notice, or
order is addressed; or 

4. By mailing a copy to the last known business address.
Subpoenas, notices, and temporary cease-and-desist
orders shall be sent postage prepaid, by certified mail,
with return receipt requested. The signed return receipt
shall constitute proof of service of subpoenas, notices,
and temporary cease-and-desist orders but shall not be the
exclusive method of proving service. Service of all other
orders or other documents filed in the administrative pro-
ceeding shall be deemed complete when a copy in an
envelope, addressed to the last known business address, is
deposited in the United States mail with 1st class postage
prepaid.

D. Unless otherwise ordered by the Commission, when a respon-
dent has been served with a notice or a temporary cease- and-
desist order and the respondent is represented by an attorney in
the administrative proceeding relating to the notice or the tem-
porary cease-and-desist order, service upon the respondent
shall be made by making service upon the attorney. Service
upon the attorney shall be deemed complete when a copy of
any amended notice, order, or other documents filed in the
administrative proceeding, addressed to the last known busi-
ness address of the attorney, is deposited in the United States
mail with 1st class postage prepaid.

E. Unless otherwise provided by law, service may be effected in
a foreign country:
1. By any internationally agreed means reasonably calcu-

lated to give notice, such as those means authorized by
the Hague Convention, provided, however, that if service
is not effected within 6 months from the date on which
the assistance of the government of the foreign country
was requested pursuant to the applicable treaty or con-
vention, service may be effected as directed by the Com-
mission; or

2. If internationally agreed means of service are unavail-
able, provided that service is reasonably calculated to
give notice:
a. In the manner prescribed by the law of the foreign

country for service in that country in an action in any
of its courts of general jurisdiction; or

b. As directed by the foreign authority in response to a
letter rogatory or letter of request; or

c. Unless prohibited by the law of the foreign country,
by
i. Delivery of copies of the subpoena, notice,

order, or other document filed in the adminis-
trative proceeding to the party to be served per-
sonally; or

ii. Any form of mail requiring a signed receipt, to
be addressed and dispatched by the Commis-
sion to the party to be served; or

iii. Diplomatic or consular officers when autho-
rized by the United States Department of State;
or

d. If there is no lawful means by which service can be
effected in the foreign country, such means as the
Commission shall direct.

Historical Note
Adopted effective October 31, 1979 (Supp. 79-5). 

Amended subsections (A), (B) and (C) effective Novem-
ber 19, 1987 (Supp. 87-4). Amended effective December 

21, 1995, under an exemption from the Attorney General 
approval requirements of the Arizona Administrative 

Procedure Act (Supp. 95-4).

R14-4-305. Rights of Witnesses; Formal Interview; Proce-
dures
A. Any person required or requested to appear as a witness at a

formal interview may be accompanied, represented, and
advised by a lawyer. The lawyer’s role during the formal inte
view shall be limited to the following activities:
1. Giving legal advice to the witness before, during, an

after the formal interview;
2. Questioning the witness briefly at the conclusion of t

formal interview for the purpose of clarifying any test
mony the witness has given; and

3. Making summary notes during the formal intervie
solely for the use of the witness and the lawyer.

B. Notwithstanding subsection (A), the following lawyers ma
not represent witnesses:
1. Any lawyer who has represented another witness who 

testified at a formal interview in the examination o
investigation,

2. Any lawyer who has represented another person who 
subject of the examination or investigation,

3. Any lawyer who may be a material witness in the exam
nation or investigation,

4. Any lawyer who is a subject of the examination or inve
tigation.

C. The Director may permit a lawyer to represent a witness
those situations described in subsections (B)(1) through (B)
upon a showing that such representation should be permi
in the interest of justice and will not obstruct the examinati
or investigation. If a lawyer is not permitted to represent a w
ness under subsection (B), that lawyer’s partners or associ
of the lawyer’s law firm are also precluded from representi
the witness.

D. All formal interviews may be recorded by the Division eithe
mechanically or by a shorthand reporter employed by the Di
sion. No other recording of the formal interview will be pe
mitted, except summary note taking.

E. Unless permitted in the discretion of the Division, no witne
or lawyer accompanying such witness shall be permitted to
present during the formal interview of any other witness tes
fying in a nonpublic examination or investigation. No perso
not employed by the Commission or the Attorney Gene
shall be present during a formal interview except that the Di
sion may authorize members of law enforcement or oth
state, federal, or self-regulatory agencies to be present du
such formal interview.

F. The Division may exclude from a formal interview any perso
previously permitted to attend the formal interview, includin
a lawyer, whose conduct is dilatory, obstructionist, or cont
macious. In addition, the members of the staff of the Divisi
conducting the formal interview may report the conduct to t
Director for appropriate action. The Director may thereup
take such further action as circumstances may warrant, incl
ing, but not limited to, exclusion from further participation i
the examination or investigation.

G. A person who has submitted documentary evidence or te
mony in connection with a formal interview shall be entitle
upon written request, and upon proper identification, to insp
the witness’ own testimony on a date to be set by the Direc
The Director may delay the inspection of the record until t
conclusion of the examination or investigation if, in the Dire
tor’s discretion, the Director determines that earlier inspect
may obstruct or delay the examination or investigation.
June 30, 1999 Page 31 Supp. 99-2
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H. In connection with an examination or investigation, the Direc-
tor may delegate authority to members of the staff to adminis-
ter oaths and affirmations, sign subpoenas, take evidence, and
receive books, papers, contracts, agreements or other docu-
ments, records, or information, whether filed or kept in origi-
nal or copied form or electronically stored or recorded.

I. During a formal interview, a witness shall not knowingly
make any untrue statements of material fact or omit to state
any material facts necessary in order to make the statements
made, in light of the circumstances under which they were
made, not misleading.

Historical Note
Adopted effective October 31, 1979 (Supp. 79-5). 

Amended effective December 21, 1995, under an exemp-
tion from the Attorney General approval requirements of 
the Arizona Administrative Procedure Act (Supp. 95-4).

R14-4-306. Notice of an Opportunity for a Hearing and
Notice of a Hearing
A. The Commission may issue a notice of an opportunity for a

hearing or a notice of a hearing to determine whether to issue a
cease-and-desist order, order of rescission, restitution, or pen-
alties, or other order authorized pursuant to the provisions of
the Securities Act or the IM Act.

B. A notice of an opportunity for a hearing and a notice of a hear-
ing shall be served by any method permitted in R14-4-304. A
notice of an opportunity for a hearing shall set forth that the
respondent will be afforded a hearing upon request to docket
control of the Commission if the request is made in writing
within 10 days after receipt of the notice by the respondent.

C. When a respondent requests a hearing pursuant to a notice of
an opportunity for a hearing in accordance with the provisions
of this rule, the Commission shall set a date, time, and place
for the hearing and shall forthwith notify the respondent. The
date set for the hearing shall be within 30 days, but not earlier
than 15 days, after the written request for hearing has been
made, unless otherwise provided by law, stipulated by the par-
ties, or ordered by the Commission.

Historical Note
Adopted effective November 19, 1987 (Supp. 87-4). 
Amended effective February 7, 1992 (Supp. 92-1). 

Amended effective December 21, 1995, under an exemp-
tion from the Attorney General approval requirements of 
the Arizona Administrative Procedure Act (Supp. 95-4).

R14-4-307. Temporary Cease-and-desist Orders
A. When the Division determines that the public interest will be

harmed by delay in issuing an order to cease-and-desist, the
Division may, with the consent of the Commission, issue a
temporary cease-and-desist order which will be in effect for
120 days or until vacated, modified, or made permanent in
accordance with this rule, whichever comes first.

B. Temporary cease-and-desist orders shall be served pursuant to
the provisions of R14-4-304.

C. The temporary cease-and-desist order shall set forth that the
respondent will be afforded a hearing upon request to docket
control of the Commission if the request is filed in writing
within 20 days of service of the temporary cease-and-desist
order. If a request for a hearing is not filed within 20 days, the
Commission may, by written findings of fact and conclusions
of law, vacate, modify, or make permanent the temporary
cease- and-desist order.

D. When a respondent requests a hearing in accordance with the
provisions of this rule, the Commission shall set a date, time,
and place for the hearing and shall forthwith notify the respon-
dent. The date set for the hearing shall be within 15 days, but

not earlier than 5 days, after the written request for hearing has
been filed, unless otherwise provided by law, stipulated by the
parties, or ordered by the Commission. The Commission may,
after such hearing, by written findings of fact and conclusions
of law, vacate, modify, or make permanent the temporary
cease-and-desist order.

Historical Note
Adopted effective November 19, 1987 (Supp. 87-4). 

Amended effective December 21, 1995, under an exemp-
tion from the Attorney General approval requirements of 
the Arizona Administrative Procedure Act (Supp. 95-4).

R14-4-308. Rescission and Restitution
A. Where there has been a violation of the Securities Act or the

IM Act, or any rule or order of the Commission, the person or
persons responsible for the violation may be required, pursu-
ant to the Securities Act or the IM Act, to make rescission and/
or restitution as provided herein.

B. Where a rescission offer is ordered by the Commission,
1. The following materials must be filed with and receive

prior approval from the Director before distribution to the
purchasers:
a. A written offer to repurchase stating in reasonable

detail the facts out of which liability arose and, in
the event of a violation of A.R.S. § 44-1991, 44
1992, or 44-3241, the correct, true, or omitted fact

b. An offer to repurchase the security shall include a
offer of: 
i. Cash (or, if the Commission determines it is i

the public interest, other property) equal to th
fair market value of the consideration pai
(determined as of the date such payment w
originally paid by the buyer) or such lesse
amount as shall be ordered by the Commissi
(if it determines that it is in the public interes
to order such lesser amount); together with

ii. Such amount or rate of interest as shall b
ordered by the Commission for the period from
the date of purchase payment to the date 
repayment; less

iii. The amount of any principal, interest, or othe
distributions received on the security for th
period from the date of purchase payment to t
date of repayment.

c. The offer to repurchase shall be accompanied b
prospectus and other documents making full writte
disclosure about the financial and business conditi
of the issuer and the financial and business ris
associated with the retention of the securities a
contain any such further information as the Commi
sion may require.

d. The offer to repurchase shall state that such of
may be accepted by the purchaser at any time with
a specified period of not less than 30 days after t
date of receipt thereof unless a shorter period of tim
is ordered by the Commission.

2. The offer and any other materials required to be presen
to the purchaser shall be made within a period specif
by the Commission.

3. Financial statements prepared in accordance with R14
120, A.R.S. § 44-3159, or other appropriate documen
tion as requested by the Director or the Commissio
shall be provided to the Director. The financial stat
ments or documentation shall demonstrate that the per
or persons funding the rescission offer has or have a
quate funds to pay the amount ordered pursuant to s
Supp. 99-2 Page 32 June 30, 1999
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section (B)(1)(b) to all purchasers of the securities who
are eligible to accept the rescission offer. The funding of
the rescission offer may be provided by the seller, issuer,
or other 3rd party.

4. The Commission may order that funds be deposited in
escrow as the Commission deems necessary.

5. When the rescission offer has been completed and the
appropriate funds paid, the person funding the rescission
offer must verify to the Director that the rescission offer
was made in accordance with this rule. The verification
may be performed by an independent 3rd party, such as
an accountant or escrow agent, and by providing the per-
tinent records documenting the rescission offer to the
Director. The following information must be included
unless otherwise ordered by the Commission:
a. Names, addresses, and telephone numbers of all

securities holders of the issuer who had a right to
receive the rescission offer, the amount and pur-
chase dates of securities held by such securities
holders, and the amount of principal, interest, or
other distributions on all securities held by such
securities holders;

b. Names, addresses, and telephone numbers of all
securities holders of the issuer who did not receive
the rescission offer and the reason why they did not
receive the rescission offer, the amount and pur-
chase dates of securities held by such securities
holders, and the amount of principal, interest, or
other distributions on all securities held by such
securities holders;

c. Verification of receipt of the rescission offer by all
securities holders who had a right to and did receive
the rescission offer;

d. A list of securities holders who accepted the rescis-
sion offer and those who did not accept;

e. Verification of payment of principal and interest
ordered to be paid to all such securities holders who
accepted the rescission offer.

C. Where restitution is ordered by the Commission,
1. The amount payable as damages to each purchaser shall

include the amount computed under subsection (B)(1)(b)
less the amount of any sale proceeds received on disposal
of the security if it was sold at any time by the purchaser.

2. Financial statements prepared in accordance with R14-4-
120, A.R.S. § 44-3159, or other appropriate documen
tion as requested by the Director or the Commissio
shall be provided to the Director. The financial stat
ments or documentation shall demonstrate that the per
paying restitution has adequate funds to pay all purch
ers the amount computed in subsection (C)(1).

3. The Commission may order that funds be deposited
escrow as the Commission deems necessary.

4. The Commission may order the respondent to provide 
following information to the Division:
a. Names, addresses, and telephone numbers of

securities purchasers who had a right to receive r
titution under the Commission’s order; amount an
purchase dates of securities purchased by such p
chasers; fair market value of any non-cash consid
ation received by respondent from each purchaser
such securities; and any payment of principal, inte
est, or any other distribution on such security.

b. Verification of payment of principal and interes
ordered to be paid to all such purchasers.

Historical Note
Adopted effective November 19, 1987 (Supp. 87-4). 

Amended effective December 21, 1995, under an exemp-
tion from the Attorney General approval requirements of 
the Arizona Administrative Procedure Act (Supp. 95-4).
June 30, 1999 Page 33 Supp. 99-2
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TITLE 14. PUBLIC SERVICE CORPORATIONS; CORPORATIONS AND ASSOCIATIONS; SECURITIES REGULATION

CHAPTER 5. CORPORATION COMMISSION
TRANSPORTATION

Editor’s Note: The Corporation Commission has determined that rules in this Chapter are exempt from the Attorney General 
fication provisions of the Arizona Administrative Procedure Act (A.R.S. § 41-1041) by a court order (State of Arizona v. Arizona Corpo-
ration Commission, 114 Ariz. Adv. Rep. 36 (Ct. App. 1992)). This exemption means that the rule was not certified by the Aty
General. Because this Chapter was filed under a rulemaking exemption, as determined by the Corporation Commission, other 
statutory exemption, the Chapter is printed on green paper.

New Article 2 consisting of Sections R14-5-201 through R14-5-205 adopted effective October 23, 1987.

Former Article 1 consisting of Sections R14-5-01 through R14-5-103, Article 2 consisting of Sections R14-5-201 through R14-5-203,
Article 3 consisting of Sections R14-5-301 through R14-5-324 repealed effective September 30, 1982.

Former Article 4 consisting of Sections R14-5-401 through R14-5-403, R14-5-405 through R14-5-407 renumbered as Article 1, Sec-
tions R14-5-101 through R14-5-106 effective September 30, 1982.

Former Section R14-5-408 repealed effective September 30, 1982.

New Section R14-5-107 adopted effective September 30, 1982.

Former Section R14-5-409 renumbered as R14-5-108 effective September 30, 1982.

ARTICLE 1. RAILROADS

Section
R14-5-101. Definitions
R14-5-102. Adoption of Federal Regulations
R14-5-103. Unauthorized Passengers
R14-5-104. Railroad-Highway Crossings
R14-5-105. Railroad Accident/Incident Reports; Investigation
R14-5-106. Minimum Standards for Cabooses
R14-5-107. Minimum Standards for Locomotives
R14-5-108. Inspection of property
R14-5-109. Industrial Track Standards
R14-5-110. Walkway and Clearance Standards
R14-5-111. Crew Requirements
R14-5-112. Reserved
R14-5-113. Hazardous Materials
R14-5-114. End-of-train Device
R14-5-115. Train Composition
R14-5-116. Civil Penalty
  Appendix 1. Walkways Along Main Tracks Along Short Line &

Branch Line - One Track

  Appendix 2. Walkways Along Main Tracks Along Short Line &
Branch Line - Two Tracks

  Appendix 3. Walkways at Main Line Switches Entering Yards
and Serving Industry Tracks Except as Provided in
Standard No. 4 - Walkways to be Level with Ties

  Appendix 4. Walkways Where Switches are Power Operated
  Appendix 5. Walkways in Yards and Points Where Industrial

Switching is Performed But Not Less Than 50 Feet
in Advance of Switch

  Appendix 6. Requirements for Walkways Adjacent to Tracks
  Appendix 7. Typical Clearance of Structures from Railroad

Tracks
  Appendix 8. Highway Crossing Sign

ARTICLE 2. PIPELINE SAFETY

Section
R14-5-201. Definitions
R14-5-202. Construction and Safety Standards
R14-5-203. Pipeline Incident Reports and Investigations
R14-5-204. Annual Reports
R14-5-205. Master Meter System Operators
September 30, 1997 Page 1 Supp. 97-3
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ARTICLE 1. RAILROADS

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State of Ari-
zona v. Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36
(Ct. App. 1992)).

R14-5-101. Definitions
As used in this Article:

1. “Car stop” means a device installed or constructed at the
end of a spur track to prevent railroad cars from going off
the rails.

2. “Commission” means the Corporation Commission.
3. “Configuration of a public railroad-highway grade cross-

ing” means the physical characteristics of the crossing,
including, but not limited to, size and type of warning
devices, path of the roadway over the railroad track or
tracks, warning signs, pavement markings, and roadway
crossing surface.

4. “Constructive placement” means cars cannot be delivered
to the designated private siding because of the inability of
the consignee to receive them. The cars are placed in a
sliding, another private track, or interchange track near
the consignee’s facility until such time as they can be
delivered to the consignee.

5. “Event recorder” means a device located in the locomo-
tive that records information reflecting the operation of
the train, including on speed, elapsed time, direction of
travel, load (amps), automatic brakes, dynamic brakes,
and throttle settings.

6. “Hazardous materials” means any hazardous substance as
defined by A.R.S. § 49-201(16)(a), (b), (c), (e), and (f).

7. “Highway authority” means the county, municipal, or
other local board or body exercising jurisdiction over
highways under the laws of this state.

8. “House track” means a track adjacent to or entering a
freight house, used for the primary purpose of receiving
or delivering freight.

9. “Industrial track” means a track or portion of track over
which a railroad operates but which the railroad does not
own or maintain either the rails, ties, or roadbed; or a
track or portion of track which is devoted to the purpose
of the user, either by lease or written agreement, in which
case the lease or written agreement shall be considered as
equivalent to ownership.

10. “Ladder track” means a track connecting successively the
body of tracks of a train yard.

11. “Locomotive” means a self-propelled vehicle running on
rails and generating or converting energy into motion for
the primary purpose of hauling rail cars.

12. “Overhead clearance” means the vertical distance from
the level of the top of the highest rail to a structure or
obstruction above.

13. “Person” means any individual, firm, joint venture, part-
nership, corporation, association, municipality, govern-
mental unit, department, or agency and shall include any
trustee, receiver, assignee, or personal representative
thereof.

14. “Private grade crossing” means any crossing where a
legal agreement exists between a private property owner
and a railroad company for the exclusive use of the land-
owner and the landowner’s invitee.

15. “Public grade crossing” means any crossing, used by the
general public, for which a legal agreement between a

private property owner and a railroad company does n
exist.

16. “Rail gage” means the distance between the heads of
rails, measured at right angles to the rails in a plane 5/8
an inch below the top of the railhead. Standard gage i
feet, 8 ½ inches.

17. “Railroad” means every railway, other than a street ra
way, operated for public transportation of persons 
property.

18. “Reconstruction” means the use of more than 50% of 
material necessary to replace an entire structure or fa
ity, or more than 50% of the current value of an enti
installation.

19. “Side clearance” means the shortest distance from 
centerline of track to a structure or obstruction at the s
of the track.

20. “Spur track” means a stub track of indefinite leng
diverging from a main track or other track.

21. “Team track” means a track subject to general use by 
public for the loading or unloading of freight cars.

22. “Unauthorized grade crossing” means any grade cross
that is not a public grade crossing or a private gra
crossing or has not been issued an AAR/DOT cross
inventory.

Historical Note
Former General Order R-1; Former Section R14-5-401 
renumbered as Section R14-5-101 effective September 

30, 1982 (Supp. 82-5). Former Section R14-5-101 
renumbered to R14-5-104, new Section R14-5-101 

adopted effective May 28, 1992 (Supp. 92-2). Amended 
effective May 31, 1996 under a court-ordered exemption 
as determined by the Arizona Corporation Commission 

(Supp. 96-2).

R14-5-102. Adoption of Federal Regulations
A. In the furtherance of its constitutional and statutory duty 

promulgate and enforce safety regulations for public serv
corporations, the Commission adopts and approves as its o
subject to changes noted in subsection (E) below, 49 CFR 2
213, 215, 216, 217, 218, 219, 220, 221, 223, 225, 228, 2
230, 231, 232, 233, and 236, as amended and revised thro
October 1, 1989, which are incorporated by reference, are
file in the Office of the Secretary of State, and copies availa
from the United States Government Printing Office, P.O. B
371975M, Pittsburgh, Pennsylvania 15250-7975, all bei
regulations of the Federal Railroad Administration, Unite
States Department of Transportation, Railroad Safety regu
tions.

B. The Commission also adopts and approves as its own, 49 C
171 through 174, as amended and revised through Novem
1, 1989, incorporated herein by reference and on file with 
Office of Secretary of State: 49 CFR 178 and 179, as amen
and revised through November 1, 1989, incorporated herein
reference, on file with the Office of Secretary of State, a
copies available from the United States Government Print
Office, P.O. Box 371975M, Pittsburgh, Pennsylvania 1525
7975, all being part of the Research and Special Progra
Administration, United States Department of Transportatio
Hazardous Materials regulations as they apply to the shipm
of hazardous materials by rail.

C. The regulations adopted in subsections (A) and (B) of this S
tion shall apply to all standard gage rail operations within A
zona. All terms defined in the adopted regulations shall ap
unless redefined in R14-5-101.

D. A copy of the Federal Safety Standards is attached to the A
cle and is hereby made a part thereof as if set forth in f
Supp. 97-3 Page 2 September 30, 1997
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(This copy is not printed in this volume but is available in the
offices of the Arizona Corporation Commission and the Secre-
tary of State.)

E. The above-mentioned Parts of 49 CFR are changed, amended,
or revised as follows:
1. Substitute “Arizona Corporation Commission” (ACC)

where “United States Department of Transportation”
(DOT), “Federal Railroad Administration” (FRA), “Fed-
eral Railroad Administrator”, “Administrator” or
“Research and Special Programs Administration” appear.

2. Substitute “Railroad Safety Section, Arizona Corporation
Commission, at its office in Phoenix, Arizona” where
addresses for the United States Department of Transpor-
tation, Federal Railroad Administration, Federal Railroad
Administrator, Office of Chief Counsel, or Research and
Special Programs Administration appear.

3. Copies of all reports and forms required to be filed with
the Federal Railroad Administration by Parts referred to
in subsection (A) and the Research and Special Programs
Administration by Parts referred to in subsection (B) of
this Section shall be filed with the Railroad Safety Sec-
tion, Arizona Corporation Commission, at its office in
Phoenix, Arizona, within the same time limits required by
the Federal Railroad Administration, and the Research
and Special Programs Administration. Information per-
taining only to that portion of the railroad's operations
within the State of Arizona need be submitted.

F. If the Commission finds that a waiver of compliance or an
exemption from any Section of the aforementioned Parts is in
the public interest and is consistent with railroad safety, the
Commission may grant the waiver or exemption subject to any
conditions it deems necessary.

Historical Note
Former General Order R-2; Former Section R14-5-402 
renumbered as Section R14-5-102 effective September 

30, 1982 (Supp. 82-5). Former Section R14-5-102 
repealed, new R14-5-102 renumbered from R14-5-107 

and amended effective May 28, 1992 (Supp. 92-2).

R14-5-103. Unauthorized Passengers
Railroads operating within this State shall prohibit and prevent
unauthorized persons from traveling in or upon the cars and equip-
ment of their trains.

Historical Note
Former General Order R-3; Former Section R14-5-403 
renumbered as Section R14-5-103 effective September 

30, 1982 (Supp. 82-5).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State of Ari-
zona v. Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36
(Ct. App. 1992)).

R14-5-104. Railroad-highway Crossings
A. The following rules shall apply in the construction, reconstruc-

tion, improvement, and maintenance of all public railroad-
highway grade crossings within the state of Arizona. This Sec-
tion is intended to be consistent with the provisions of the
Manual on Uniform Traffic Control Devices, as adopted by the
Department of Transportation.
1. No construction project taking place at or near a public

railroad-highway grade crossing shall diminish the safety
normally provided to a motorist approaching the crossing
by the existing warning devices.

2. No temporary change in the configuration of a public rail-
road-highway grade crossing, for the purpose of facilitat-
ing a construction project at or near the crossing, may be
made by any person without 1st notifying the owner of
the railroad track and the owner of the trains or other
track equipment operating over such track in writing. The
letter notifying the track owner and train/track equipment
owner shall describe the date, place, and type of changes
to be made. Such letter shall be written and signed by the
responsible person for the project and shall constitute an
affirmation that all temporary traffic control measures to
be implemented due to the project shall be made in accor-
dance with this rule and the Manual on Uniform Traffic
Control Devices (MUTCD) Parts VI and 8A-5. Notice
shall be sent by registered mail, return receipt requested,
to the business address of the owner of the railroad track
and the owner of trains or the track equipment operating
over such track, or to the statutory agent at its known
place of business, not less than 10 days prior to the com-
mencement of the construction project.

B. Warning signals.
1. Railroad crossbucks.

a. A railroad crossbuck shall be installed on the right-
hand side of the public roadway on each approach to
every crossing to warn motorists approaching from
each direction, except at crossings where automatic
control devices are in use in conformance with
Appendix 8.

b. If there are 2 or more tracks, the number of tracks
shall be indicated on an auxiliary sign of inverted
“T” shape mounted below the crossbuck, (See 
conformance with Appendix 8).

c. Crossbucks shall be located at not less than 15 f
from the centerline of the nearest track, and shall 
in a position to be visible to motorists.

d. Crossbucks shall be a reflectorized white “X” (48
X 9” panels drilled for a 90-degree mounting) with
the words “RAILROAD CROSSING” in black let-
ters.

e. The distance that shall be assumed to separate tr
before additional crossbucks are considered nec
sary is 100 feet.

2. Automatically controlled crossing signals.
a. At railroad-highway grade crossings where studi

indicate the need for warning beyond that provide
by crossbucks, the Commission may order that au
matically controlled crossing signals be installed.

b. Emergency stand-by power shall be provided for t
operation of all automatically controlled crossin
signals.

c. Automatically controlled crossing signals shall b
arranged to provide not less than 20 seconds wa
ing for motorists.

d. Signals shall operate until the rear of the last tra
using the crossing has cleared the crossing.

e. Traffic signals located within 200 feet of railroa
crossing signals shall be preempted by the railro
crossing signals.

f. Where means are provided for cutting-out the aut
matically controlled warning devices during inter
vals when trains are making regular operating sto
or performing switching operations on approach ci
cuits, controls shall be arranged as follows:
i. Controls shall be so designed as to provid

operation of warning devices before a trai
reaches the crossing,
September 30, 1997 Page 3 Supp. 97-3
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ii. Automatic control of warning devices actuated
by approaching trains (other than the train that
has stopped or is performing switching opera-
tions) shall take precedence over any cut-out
feature.

g. Where manual supervisory control of warning
devices is provided in addition to automatically con-
trolled signals, the following shall govern:
i. Automatic control, when actuated by approach-

ing trains other than the train for which manual
control has been made effective, shall take pre-
cedence over manual control;

ii. Means shall be provided to restore the controls
to automatic operation;

iii. Means shall be provided to prevent manual
operation by unauthorized persons.

3. Flashing light signals.
a. Lamp units (center of lens), shall be located at not

less than 8 feet, 4 inches, nor more than 10 feet, 4
inches above the crown of the roadway.

b. Signal lights shall shine in both directions along the
roadway, and shall be mounted horizontally, 2 feet, 6
inches to centers.

c. Lamp units shall be arranged in pairs, back to back,
except on 1-way streets or other roadways where
highway traffic approaches from 1 direction only.

d. Lamp units shall be equipped with mountings to pro-
vide ready adjustments in all directions with positive
locking for such adjustments.

e. Lamp units shall be provided with hoods of not less
than 12 inches in length and with backgrounds 20
inches in diameter. Hoods and backgrounds shall be
in black, except that when backlights are omitted,
the back of the lamp unit and background shall be
aluminum-colored so that the signal will not be mis-
taken for a dark signal.

f. Lamp units installed after the effective date of this
Section shall have lenses or roundels, red in color,
not less than 12 inches in diameter for both front and
rear indications. Lamp units in use prior to the adop-
tion of this Section shall be made to meet this
requirement when the automatic warning devices are
upgraded, improved, or reconstructed.

g. The beam spread shall be not less than 3 degrees
each side of the axial beam under normal conditions.
Throughout the beam spread, the intensity of the
beam shall not be less than 50% of the intensity at
the axis.

h. Lights shall flash alternately at a minimum rate of 45
flashes per minute and a maximum rate of 65 flashes
per minute.

i. The effective range of flashing lights equipped with
10 volt, 10 watt lamps, or equivalent, burning at
rated voltages, shall be not less than 1,000 feet under
bright sunlight conditions with the sun at or near its
zenith.

4. Highway traffic control signals shall not be used on main-
line railroad crossings in lieu of flashing light signals.
However, at industrial track crossings and other places
where train movements are 10 miles per hour or less,
highway traffic control signals may be used in lieu of
conventional flashing light signals.

5. Bell warning signals. At least 1 automatic gong-type bell
shall be used with each flashing light signal except on
median strip installations.

6. Automatic gate arm signals.

a. Signals consisting of a combination of flashing
lights, bells, and automatic gate shall, when indicat-
ing the approach or presence of trains, present
towards the highway the appearance of horizontally
flashing red lights and of a horizontal arm or arms
extending over the traveled roadway a sufficient dis-
tance to cover the lane or lanes used by highway
traffic approaching the crossing.

b. Automatic gate arms, when not indicating the
approach or presence of trains, shall not obstruct or
interfere with highway traffic, except as provided in
subsection (B)(4)(d).

c. Automatic gate arms shall be mounted on posts or
housing containing the arm-operating mechanism.

d. The design of the gate-opening mechanism shall be
such as to insure proper operation during unfavor-
able weather conditions. In case of power failure, the
gate arm shall assume the horizontal position across
the roadway.

e. The mechanism shall be so designed that if the arms,
while being raised or lowered, strike or foul an
object they will readily stop, and on removal of the
obstruction shall assume the position corresponding
to the control mechanism.

f. Each gate arm extending over the roadway shall
have 3 red lights, with lenses not less than 7 inches
in diameter, shining in both directions along the
roadway, so positioned as to insure as far as possi-
ble, that no vehicle or vehicles standing in the limits
of the traffic lane or lanes approaching the crossing
can obscure all 3 lights from the view of the drivers
of the following vehicles. The light nearest the tip of
each arm shall burn steadily, and the other 2 lights
on each arm shall flash alternately in unison with the
flashing lights on the roadside signal mast.

g. The gate arm shall, on new installations, be striped
with 16 inch alternate diagonal reflectorized or fluo-
rescent stripes of red and white.

h. Circuits for operation of signals shall be so arranged
that the flashing lights, gate arm lights, and bell will
start to operate at not less than 20 seconds before the
arrival of the fastest train at the crossing. All lights
shall operate at all times when the gate arm is in a
position to obstruct highway traffic. The bell shall
sound a warning from the time the signal lights start
to operate at least until the gate arm has descended
to within 10 degrees of the horizontal position.

i. Gate arms shall start their downward motion at not
less than 3 seconds after the signal lights start to
operate. Gate arms shall reach the full horizontal
position before the arrival of the fastest train oper-
ated over the crossing and shall remain in that posi-
tion until the rear of the train has cleared the
crossing.

j. The bottom of the gate arms when in the horizontal
position shall be not less than 3 feet nor more than 4
feet above the crown of the roadway.

k. Gate arms shall operate uniformly, smoothly, and
complete all movement without slap or rebound, and
be securely held when in the raised position.

7. Maintenance.
a. Metal parts shall be aluminum or painted aluminum,

except as provided in subsection (B)(3)(e).
b. All materials and workmanship shall meet or exceed

current industry standards in every respect, and
every warning signal and sign in all details shall be
Supp. 97-3 Page 4 September 30, 1997
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constructed, installed, and maintained in a satisfac-
tory manner.

c. The railroad shall provide for the maintenance of all
grade crossing warning signs and signals. To this
end, the railroad shall:
i. Provide for alternate operations of automati-

cally controlled warning signals during periods
of failure, either manually or otherwise, as soon
as possible after the failure has occurred;

ii. Have skilled maintenance personnel available
without undue delay for all emergency calls,
including lamp failures;

iii. Provide proper maintenance for all compo-
nents;

iv. Maintain the appearance of the installation in a
satisfactory manner, with particular emphasis
on painting and cleaning of optical systems;

v. Inspect warning signals at a frequency of not
less than once every 45 days. A written record
of inspection shall be retained at the railroad’s
office within Arizona.

vi. Provide standby equipment at a central location
to minimize the interruption of signal opera-
tions due to equipment failure or damage.

8. Whistle posts.
a. Whistle posts bearing the letter “X” or “W” shall be

located in advance of each public crossing at grade
to warn locomotive engineers of the presence of the
highway grade crossing, and allow them sufficient
time to sound the warning whistle.

b. A person in charge of a railroad locomotive shall,
before crossing any traveled public way, cause the
bell to ring or a whistle, siren, or other sounding
device to sound at a distance of at least ¼ mile from
a crossing and until it is reached.

C. Additional requirements.
1. When necessary to shove a railroad car or cars over a

public grade crossing not having automatically controlled
crossing signals, employees shall flag the crossing.

2. When, during normal train operations at night, it becomes
necessary to block a public grade crossing with standing
railroad cars, and the crossing does not have automati-
cally controlled crossing signals, flares, or fusees, shall
immediately be placed in the center of the roadway on
both sides of the track at not less than 10 feet from the
railroad car or cars to warn motorists that the crossing is
occupied.

3. Detached railroad cars containing explosive or hazardous
materials shall not be left standing on any grade crossing
at any time.

4. Before moving onto any public railroad-highway grade
crossing, operators of any on-track equipment, including
high-rail vehicles, shall insure that the automatic warning
devices are activated or the crossing protected by a flag-
man. Public grade crossings without automatic warning
devices shall be flagged by a flagman.

5. It shall be unlawful for railroad employees to “drop” or
“kick” any railroad car or cars containing hazardous
materials across a grade crossing in any circumstances or
any other railroad car or cars across a grade crossing
unless the crossing is flagged by a flagman or traffic is
restricted by automatic gate arms.

6. Grade crossing maintenance and repair shall be con-
ducted as follows:
a. Whenever a highway intersects a railroad track at

common grade, the appropriate highway authori
shall maintain and keep in repair the roadwa
approaches to within 2 feet of the outside of eith
rail, and the railroad shall maintain the planking o
other materials between the rails and for 2 feet 
the outside thereof.

b. At crossing involving more than 1 track, mainte
nance by the railroad shall include that portion of th
crossing:
i. Between the tracks not exceeding 20 feet fro

the center of the tracks, and
ii. Two feet on the outside of each of the 2 outsid

(field site) rails.
c. Unless the Commission otherwise authorizes, pub

grade crossings hereafter constructed shall be 
less than 24 feet in effective roadway width me
sured at right angles with the centerline of the roa
way.

d. Turnouts, switches, and frogs or bolted rail join
shall be so placed or relocated as to avoid placem
in the paved area of a crossing.

e. Materials for permanent repairs on any compone
of a railroad-highway grade crossing surface shall 
of the same type and quality or of equal quality 
those which are being repaired or replaced.

f. Temporary repairs shall be made until the arrival 
materials necessary for permanent repairs. Temp
rary repair shall be made within 5 working days o
the date that the railroad is notified of the defect b
the Commission. Permanent repairs shall be co
pleted within 90 days from the date of notification.

g. The railroad shall coordinate with the highwa
authority any road closures and reopenings caus
by the maintenance and repair of grade crossing.

h. The railroad shall stencil the AAR/DOT inventory
number on all railroad-highway crossings.

7. Blockage of public grade crossing shall be limited as fo
lows:
a. Except as provided in subsections (B)(7)(c) and (

no railroad shall cause a public grade crossing to 
blocked by railroad equipment in excess of 10 co
tinuous minutes.

b. Each period of crossing blockage shall be followe
by an interval of time sufficient to allow the passag
of waiting traffic.

c. The limitations set forth in subsection (B)(7)(a) d
not apply to:
i. Any train continuously moving in the same

direction during the entire time it occupies th
crossing; and

ii. Blockage caused by wrecks, derailments, ac
of nature, mechanical failure, or other eme
gency conditions.

d. The Commission, after hearing, may grant varianc
from the limitations set forth in subsection (B)(7)(a
upon proper application by the railroad or appropr
ate highway authority.

8. A crew member of a train blocking a public crossing sh
immediately take all reasonable steps, consistent with 
safe operation of such train, to clear the crossing up
receiving information from a peace officer, as defined 
A.R.S. Title 13, member of any fire department or oper
tor of an emergency vehicle, as defined in A.R.S. § 2
101.1, that emergency circumstances require the clear
of the crossing.
September 30, 1997 Page 5 Supp. 97-3
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9. The railroad shall coordinate road closures and reopen-
ings during emergency blockages with the appropriate
highway authority.

10. When authorization for preliminary engineering and esti-
mate or any federal-aid funding crossing improvement
projects is submitted to the railroad, it shall be completed
by the railroad and returned to the Department of Trans-
portation within 60 days.

11. The railroad shall notify the Commission, in writing,
within 10 days of both the commencement and comple-
tion of the project. The railroad shall tender a statement to
the Commission reflecting the Commission’s portion of
such charges pursuant to A.R.S. § 40-337.02, within 60
days of completion of the project.

12. Federal-aid crossing improvement projects shall be com-
pleted within 15 months from the date of the Commission
Order.

13. The Commission may approve an exception to any of the
requirements of this Section. Such exceptions may be
made upon the Commission’s own initiative or upon writ-
ten request from an interested party. Written requests
shall contain a statement of the circumstances involved,
the nature of the exception desired, and the reasons justi-
fying such an exception. An exception shall be limited to
the particular situation described in the written requests.

Historical Note
Former General Order R-5; Former Section R14-5-405 
renumbered as Section R14-5-104 effective September 

30, 1982 (Supp. 82-5). Amended Subsection (H) effective 
April 16, 1986 (Supp. 86-2). Former Section R14-5-104 
repealed, new Section R14-5-104 renumbered from R14-
5-101 and amended effective May 28, 1992 (Supp. 92-2). 
Amended effective May 31, 1996 under a court-ordered 
exemption as determined by the Arizona Corporation 

Commission (Supp. 96-2).

R14-5-105. Railroad Accident/Incident Reports; Investiga-
tion
A. Reports by telephone.

1. Railroads shall give the Commission immediate tele-
phone notification of the following classes of accidents/
incidents:
a. Accidents resulting in death;
b. Accidents resulting in injury requiring immediate

hospitalization;
c. Accidents resulting in damage to railroad property in

excess of the amount for which the Federal Railroad
Administration requires an accident report to be
filed;

d. Accidents or incidents in which any hazardous mate-
rials are involved;

e. All public railroad-highway grade crossing acci-
dents;

f. All accidents/incidents involving rail passenger
operations.

2. The immediate telephone notification shall include but
not be limited to the following:
a. Name of person making the telephonic report;
b. Name of railroad or railroads involved;
c. Location of accident/incident;
d. Number of fatalities;
e. Number of injuries;
f. Number of derailed cars;
g. Generic name or names of the hazardous materials

involved, including the name, address, and the tele-
phone number of the shipper.

B. Federal reports of accidents/incidents -- Railroads shall sub
to the Commission copies of all accident/incident reports a
supplements filed with the Federal Railroad Administratio
and the Hazardous Materials Regulation Board for acciden
incidents occurring in Arizona. Said reports shall be submitt
to the Commission within the time specified for submitting 
the Federal Railroad Administration. Said reports sh
include:
1. FRA F 6180.54 -- Rail Equipment Accident/Inciden

Report;
2. FRA F 6180.55 -- Railroad Injury and Illness Summary
3. FRA F 6180.55a -- Railroad Injury and Illness (Continu

tion Sheet);
4. FRA F 6180.56 -- Annual Railroad Report of Man-Hou

by State;
5. FRA F 6180.57 -- Rail-Highway Grade Crossing Acc

dent/Incident Report;
6. FRA F 6180.45 -- Annual Summary Report of Railroa

Injury and Illness;
7. DOT F 5800.1 -- Hazardous Materials Incident Report.

C. Investigations by the Commission.
1. Commission investigators shall investigate acciden

may inspect railroad records, accounts, books, mem
randa, correspondence, and other documents, and 
examine all lands, buildings, and equipment of railroad
Commission investigators may obtain all relevant info
mation concerning accidents under investigation, ma
inquiries of persons having knowledge of the facts, co
duct interviews, and attend, as observers, hearings or 
mal investigations by railroads into the causes 
accidents. When necessary to carry out an investigati
the Commission may authorize the issuance of subpoe
to require the production of records and the giving of te
timony.

2. Whenever necessary, the Commission will schedule
public hearing on an accident.

3. Incomplete or inaccurate reports will be investigated 
the Commission. Incomplete or inaccurate reportin
practices may be grounds for a public hearing into t
matter.

4. Late reports shall be accompanied by a letter of expla
tion. Late reports may be grounds for a public heari
into the matter.

D. All railroads operating wholly or partially within the state o
Arizona shall give the Commission immediate telephone no
fication of accidents/incidents as prescribed herein. All ac
dents/incidents not reported in accordance with the provisio
of this Section shall be investigated by the Commission.

Historical Note
Former General Order R-6; Former Section R14-5-406 
renumbered as Section R14-5-105 effective September 
30, 1982 (Supp. 82-5). Amended subsections (A), (B), 

(D), and (F) effective April 16, 1986 (Supp. 86-2). 
Amended effective May 28, 1992 (Supp. 92-2).

R14-5-106. Minimum Standards for Cabooses
A. Each railroad operating wholly or partially within the state 

Arizona shall hereafter install and maintain minimum sta
dards on cabooses in accordance with this Section.

B. No caboose shall be used in service unless it complies w
subsections (C) through (R) of this Section.

C. Construction: Cabooses shall be of either the cupola or 
window type. Cabooses of metal construction shall ha
wooden or insulated metal floors. A cupola shall not exte
inward toward the centerline of the car more than three inc
from either side of the caboose.
Supp. 97-3 Page 6 September 30, 1997
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D. Trucks: Trucks shall provide riding qualities at least equal to
those of freight type trucks modified with elliptic or additional
coil springs or other means of equal or greater efficiency and
shall be equipped with steel wheels.

E. Draft gears: Draft gears shall have a minimum travel of 2 ½
inches and a minimum capacity of 18,000 foot pounds. Draft
gears shall be of rubber or a combination of friction and rubber
types, or shall have other means of providing equal shock con-
trol.

F. Lighting: An adjustable, shielded electric light, or lights, shall
be provided for the direct illumination of the caboose desk. A
ceiling or wall light, or lights, operable from separate switches
shall be provided to otherwise illuminate the caboose interior.
The area of the drinking water and lavatory facilities shall be
illuminated. The caboose marker, or markers, shall be electri-
cally lighted.

G. Heating: A heating facility shall be maintained and shall be
capable of providing a temperature of at least 70 degrees Fahr-
enheit in a standard caboose.

H. Seats and cushions: Seats and cushions shall be provided with
a shock absorbent material initially at least three inches in
thickness, and backrests shall be of sufficient height to protect
the neck and head from injuries. Seats in cupolas shall be of
the pullman type and those in bays shall be of the passenger
reversible type. The top of said seats shall not be lower than 11
inches nor higher than 9 inches beneath the cupola or bay win-
dow sills and no more than 18 inches above the floor or foot-
rest. The backrests shall incline backward to not less than 3
inches nor more than five inches from the perpendicular. Sub-
ject to the approval of the Commission, seats of different
design or materials may be used when such design or materials
provide equal or better protection or comfort than those enu-
merated in this Section.

I. Bunks: Each caboose shall have at least one bunk of not less
than 2 feet in width and not less than 6 feet in length which
shall be provided with a cushion of the same dimensions made
of shock absorbent material initially of at least 3 inches in
thickness.

J. Wind deflector: Each cupola side window shall be equipped
with a wind deflector.

K. Weatherstripping: Weatherstripping or weatherproof sash shall
be installed and maintained at all windows and doors to protect
against weather and the seepage of dirt or dust.

L. Window shades: With the exception of windows in bays and
cupolas, windows shall be equipped with shades.

M. Stanchions: Stanchions, grab handles, or bars shall be installed
at entrances and exits and at other locations within convenient
reach of employees moving about the caboose while a train is
in motion.

N. Drinking water: Caboose drinking water facilities shall be
installed and maintained so as to provide fresh and pure drink-
ing water. Such water facilities shall include individual bottled
water containers placed in an ice chest. When ice is used for
water cooling purposes, the containers shall be so arranged
that the drinking water will not come in contact with the ice.
Containers used for storing or dispensing potable water shall
be kept clean at all times and shall be subjected to effective
bactericidal treatment as often as may be necessary to prevent
the contamination of the water so stored and dispensed.

O. Lavatory facilities: Caboose lavatory facilities for washing
shall be provided at a location where the use thereof will not
result in contamination of the drinking water dispensing sys-
tem. All cabooses shall have operative toilets which are illumi-
nated, are kept clean and free of noxious odors at all times, and
are subjected to effective bactericidal treatment as often as
may be necessary.

P. Fire extinguisher: Cabooses used in road service shall
equipped with an effective means of extinguishing minor fire
Such extinguishing agents shall be placed in a readily acce
ble location and shall be effectively maintained.

Q. First-aid kit: Each caboose shall carry, in a visible and read
accessible place, a plainly marked first-aid kit which shall 
so constructed that it and its entire contents are readily rem
able. The kit shall consist of materials, approved by the ra
road's consulting physician, in a weatherproof container w
individually sealed packages for each type item. The conte
shall be inspected weekly to insure that expended items 
replaced.

R. Maintenance and supplies: Cabooses shall be supplied w
fresh water, paper towels, toilet tissue, sanitary drinking cu
fuel, ice as needed, hand soap or other cleaning agent
appropriate dispensers and such other equipment as ma
required for service.

S. Conditions arising after departure from terminal: In the eve
of a failure of required equipment or standards of maintenan
occurs in a caboose after it has commenced a move in serv
the railroad operating that caboose shall not be deemed in 
lation of this Section if said failure of equipment or standar
of maintenance is corrected at the first point at which main
nance supplies are available, or, in the case of repairs, the 
point at which materials and repair facilities are available a
repairs can reasonably be made.

T. Exemption: If, in any particular case, an exemption from a
of the requirements of this Section is deemed necessary b
carrier concerned, the Commission will consider the applic
tion of such carrier for such exemption when accompanied
a full statement of the conditions existing and the reason w
such exemption is needed. Any exemption so granted will
limited to the particular case covered by the application.

Historical Note
Former General Order R-7; Former Section R14-5-407 
renumbered as Section R14-5-106 effective September 
30, 1982 (Supp. 82-5). Correction in heading effective 

April 16, 1986 (Supp. 86-2). Amended effective May 28, 
1992 (Supp. 92-2).

R14-5-107. Minimum Standards for Locomotives 
A. Each railroad operating wholly or partially within the state 

Arizona shall hereafter install and maintain minimum sta
dards on locomotives in accordance with this Section. 

B. All of the following requirements shall be met: 
1. Locomotives used in or through the state of Arizona sh

be equipped with an effective means of extinguishin
minor fires. Such extinguishing agents shall be placed
a readily accessible location and shall be effective
maintained. 

2. Each locomotive shall carry, in a visible and readi
accessible place, a plainly marked first-aid kit which sha
be so constructed that it and its entire contents are rea
removable. The kit shall consist of materials, approved 
the railroad’s consulting physician, in a weatherpro
container with individually sealed packages for each ty
item. The contents shall be inspected weekly to insu
that expended items are replaced. 

3. Each train operated in or through the state of Arizona a
speed in excess of 30 miles per hour shall have at le
one locomotive equipped with an operating eve
recorder. Such event recorders shall be inspected at l
once every 90 days and maintained in a fully operati
condition. 

4. All locomotives shall have operative toilets which ar
illuminated, are kept clean and free of noxious odors
September 30, 1997 Page 7 Supp. 97-3
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all times, and are subjected to effective bactericidal treat-
ment as often as may be necessary. 

5. Drinking water facilities shall be installed and maintained
so as to provide fresh and pure drinking water. Such
water facilities shall include individual bottled water con-
tainers placed in an ice chest. When ice is used for water
cooling purposes, the containers shall be so arranged that
the drinking water shall not come in contact with the ice.
Containers used for storing or dispensing drinking water
shall be kept clean at all times and shall be subjected to
effective bactericidal treatment as often as may be neces-
sary to prevent the contamination of the water so stored
and dispensed. 

6. Locomotives shall be supplied with fresh water, paper
towels, toilet tissue, sanitary drinking cups, ice as needed,
and such other equipment as may be required for service.

C. A locomotive operating in a controlling position shall have an
operating 2-way radio that is on a frequency for the railroad
being operated on and is capable of contacting the train dis-
patcher or other responsible railroad personnel. 

D. If, in any particular case, an exemption from any of the
requirements of this Section is deemed necessary by a carrier,
the Commission shall consider the application for such exemp-
tion as needed. Any exemption so granted shall be limited to
the particular case covered by the application. 

Historical Note
Adopted effective September 30, 1982 (Supp. 82-5). 
Amended Subsections (A) and (B) effective April 16, 
1986 (Supp. 86-2). Former Section R14-5-107 renum-
bered to R14-5-102, new Section R14-5-107 adopted 

effective May 28, 1992 (Supp. 92-2).

R14-5-108. Inspection of property
For the purpose of insuring compliance with safety rules and regu-
lations, the Commission, or any authorized inspector or agent
thereof, may, at any time, stop, board, ride, investigate, or inspect
any train, locomotive, car, caboose, or any other rolling stock or
equipment used by a railroad in the operation of their business.

Historical Note
Former General Order R-9; Former Section R14-5-409 
renumbered as Section R14-5-108 effective September 

30, 1982 (Supp. 82-5).

R14-5-109. Industrial Track Standards 
A. This Section shall be applicable to all industrial track construc-

tion, reconstruction and repair commencing after the effective
date of this Section. 
1. The industry and the railroad contractor shall be responsi-

ble for notifying the Commission in writing prior to the
construction, reconstruction, or alteration of industrial
track, structures, or facilities adjacent thereto. 

2. The proposed design plans of any construction, recon-
struction, or alteration of industrial track shall be submit-
ted to the Commission, Railroad Safety Section, Phoenix,
Arizona, prior to any construction, reconstruction or
alteration of industrial track. 

B. The following construction standards shall apply for all indus-
trial track: 
1. Profile: 

a. Maximum grade of any proposed track, as shown on
any plan, shall be two percent and shall not be
exceeded. At all locations, excessive grades and fre-
quent changes of grade shall be avoided. Where
grade line changes, appropriate vertical curves shall
be installed. 

b. In cut sections, grade line shall be uniform through-
out the cut to facilitate proper drainage. Grades in
cuts shall not be less than 3/10 percent and not more
than one percent. 

2. Subgrade: 
a. Where soil condition, drainage conditions or amount

of traffic justify, the upper portion of the subgrade
shall be designed to provide adequate support.
Methods of increasing support shall be to provide
select material to an adequate supporting depth over
the existing subgrade or subgrade stabilization. 

b. The depth of any proposed material shall be speci-
fied by the design plans. 

c. The upper portion of any subgrade to be stabilized
shall be stabilized by thoroughly mixing suitable
chemical additives such as cement, fly ash, or lime
with the soil before compaction. 

d. Each layer shall be fully compacted by approved
mechanical compacting equipment before the next
layer is placed. A fully compacted layer shall have a
dry density of at least 95 percent of the maximum
dry density. 

e. Type of soil and soil conditions shall be indicated on
any proposed plans along with typical sections
showing rail, tie ballast, subballast, and any other
appurtenances. 

3. Drainage: 
a. Each drainage or other water-carrying facility under

or immediately adjacent to the roadbed shall be
maintained and kept free of obstruction to accom-
modate expected water flow for the area concerned. 

b. Every effort shall be made to keep the tracks, road-
bed, and walkways properly drained at all times. 

4. Ballast: 
a. Ballast material shall conform to the recommended

specifications contained in the American Railroad
Engineering Association “Manual for Railway Engi
neering” (AREA Manual), as amended and revise
through July 31, 1990, incorporated herein by refe
ence, on file with the office of the Secretary of Stat
and copies available from the American Railroa
Engineering Association, 50 F Street NW, Washin
ton, D.C. 20001. The gradation of a ballast mater
shall be a prime consideration in track performan
of ballast materials. Ballast material used in indu
trial tracks shall be not less than ¾ of an inch to 1
inches, pursuant to AREA No. 4 gradation in th
AREA Manual. 

b. Ballast material may be crushed rock, slag, 
equally stable material that will provide uniform
support to the ties, will drain properly, and is no
chemically reactive. The material used for balla
shall not short track signals. Quarried stone or sl
produced in a crushing-screening plant shall be p
ferred when it satisfies all of the following specifica
tions: 
i. A shrinkage factor of 12 percent to 15 percen

in volume differential from loose to compacted
state.

ii. Processed ballast shall be composed of ha
strong, and durable particles free from exce
sive amounts of deleterious substances. 

iii. Deleterious substances shall not be present 
processed ballast in excess of the followin
amounts: 
(1) Soft and friable pieces--five percent;
Supp. 97-3 Page 8 September 30, 1997
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(2) Material finer than No. 200 sieve--one
percent;

(3) Clay lumps--½ percent. 
iv. Percentage of wear of processed ballast, tested

in the Los Angeles machine, shall not be
greater than 40 percent. 

v. Soundness of processed ballast for use in
regions where freezing temperatures are
expected shall be such that when tested in the
sodium sulfate soundness test, the weighted
average loss shall be not in excess of seven per-
cent after five cycles. 

vi. Compacted weight of ballast shall be not less
than 70 pounds per cubic foot for blast furnace-
slag and 90 pounds per cubic foot for all other
slags and crushed rock products. 

vii. Flat or elongated particles, particles with length
three times greater than average thickness, shall
not exceed five percent by weight in the ballast. 

c. Prior to installation, the supplier shall provide the
railroad or industrial track owner with certified test
results of ballast quality and grading. 

d. Care shall be used to insure even distribution of bal-
last in the track. A minimum ballast depth of 8
inches below the ties shall be acceptable as a subbal-
last base. Ballast shall be inserted under ties in con-
venient lifts but under not less than two lifts. Proper
cross level, line and grade shall be attained on the
final lift in accordance with currently accepted prac-
tice.

e. Top of track ballast shall be dressed parallel with top
of rails to a depth of 1 inch below top of tie extend-
ing 6 inches beyond end of tie. Ballast shall be thor-
oughly tamped for each tie end to 15 inches inside of
rail. Centers shall be filled but not tamped. All work
of track laying and surfacing shall be of the highest
quality in accordance with currently accepted prac-
tice.

f. Each owner of the track to which the ballast stan-
dards apply shall maintain proper track cross level,
surface, and alignment prescribed as follows: 
i. The runoff in any 31 feet of rail at the end of a

rise may be not more than 3 ½ inches. 
ii. The deviation from uniform profile on either

rail at the mid-ordinate of a 62-foot chord may
be not more than 3 inches. 

iii. Deviation from designated elevation on spirals
may be not more than 1 ¾ inches. 

iv. Variation in cross level on spirals in any 31 feet
may be not more than 2 inches. 

v. Deviation from zero cross level at any point on
tangent or from designated elevation on curves
between spirals may be not more than 3 inches. 

vi. The difference in cross level between any two
points less than 62 feet apart on tangents and
curves between spirals may be not more than 3
inches. 

vii. Alignment may not deviate from mid-ordinate
of a 62-foot chord more than 3 inches. 

5. The material, preservative treatment, quality control,
inspection, and miscellaneous requirements for timber
crossties and switch ties shall conform with the recom-
mendations of Chapter 3, “Ties and Wood Preservation”
of the AREA Manual and all of the following: 
a. Crossties shall be either hardwood or softwood in

accordance with the requirements of this Section. 

b. Wooden crossties shall be new and manufactu
from the following kinds of wood: Douglas fir, red
oak, white oak, cypress, southern and western pi
elm, hickory, gum, or hemlock. 

c. All wooden ties shall be made from sound, straig
live timber and shall be free from any defects th
may impair their strength and durability, such a
bark, decay, splits, shakes, large or numerous ho
or knots, pitch seams, pitch rings, grain with sla
greater than 1 in 15, or other imperfections. 

d. All crossties shall be a minimum of 8 feet in length
Ties shall measure 6 inches thick by 8 inches wi
on top, AREA No. six grade If a 6-inch wide bas
rail is used, 7-inch by 9-inch ties shall be require
All crossties shall be branded with the seller's sym
bol to indicate line end. 

e. Crossties shall be spaced a maximum of 24 inch
center to center. Each 39 feet of track shall be su
ported by a minimum of 19 crossties. The center 
the ties shall coincide with the centerline of the trac
and the ties shall be laid at right angles to the r
with the wide-face up.

f. Hardwood ties shall be used on all curves of tw
degrees and over. Softwood ties shall be permitt
on other curves and tangents. 

g. Ties shall be inspected at suitable and conveni
places satisfactory to the railroad or industry owne
Inspection shall include a reasonably close examin
tion of the top, bottom, sides, and ends of each t
All ties shall be judged independently using the fo
lowing standards: 
i. Decay shall be the disintegration of the woo

substance due to the actions of wood destroyi
fungi. “Blue Stain” is decay and shall be per
missible in all wood. 

ii. A large hole shall be more than ½ inch in diam
eter and 3 inches deep within, or more than 
the width of the surface on which it appears an
3 inches deep outside, the sections of the 
between 20 inches and 40 inches from its mi
dle. Numerous holes shall be any numbe
equaling a large hole in damaging effect. Suc
holes may be caused in manufacture or othe
wise.

iii. Within the rail bearing areas, a large knot sha
be one having an average diameter more th
1/3 the width of the surface on which i
appears; but such a knot shall be allowed if it 
located outside the rail-bearing areas. Nume
ous knots shall be any number equaling a lar
knot in damaging effect. 

iv. A shake shall be a separation along the gra
most of which occurs between the rings o
annual growth.

v. A split shall be a separation of the woo
extending from one surface to an opposite 
adjacent surface. In unseasoned crossties
split no more than 1/8 of an inch wide or 4
inches long shall be acceptable. In a season
crosstie, a split no more than ¼ of an inch wid
or longer than the width of the face acros
which it occurs shall be acceptable. In season
crossties, a split exceeding the limit shall b
acceptable provided split limitations and ant
splitting devices are approved by the buyer an
properly applied. 
September 30, 1997 Page 9 Supp. 97-3
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vi. Except in woods with interlocking grain, a slant
in grain in excess of 1 inch in 15 inches shall be
rejected. 

vii. In manufacture: 
(1) A tie shall be considered straight: 

(a) When a straight line along the
top from the middle of one end
to the middle of the other end is
entirely within the tie; and 

(b) When a straight line along a side
from the middle of one end to
the middle of the other end is
anywhere more than 2 inches
from the top and the bottom of
the tie. 

(2) The top and bottom of a tie shall be con-
sidered parallel if any difference in the
thicknesses at the sides or ends does not
exceed 1/8 of an inch.

viii. The lengths, thicknesses, and widths specified
shall be minimum for the standard sizes. Ties
over 1 inch longer, thicker, or wider than the
standard size ordered shall be rejected. 

ix. A bark seam or pocket shall be a patch of bark
partially or wholly enclosed in the wood. Bark
seams shall be allowed provided they are not
more than 2 inches below the surface or 10
inches long. 

x. Ties with continuous checks appearing on one
face only, whose depth in a fully seasoned tie is
greater than ¼ the thickness and longer than  ½
the length shall be rejected. 

h. The maximum distance between non-defective tim-
ber crossties shall be 70 inches, center of tie to cen-
ter of tie.

i. A timber crosstie shall be considered defective when
it is all of the following:
i. Broken through; 
ii. Split or otherwise impaired to the extent that it

will not hold spikes or will allow ballast to
work through; 

iii. So deteriorated that the tie-plate can move lat-
erally more than ½ of an inch relative to the
crossties;

iv. Cut by the tie-plate through more than 40 per-
cent of its thickness; and 

v. Not spiked as required by this Section.
j. Industry track shall have at least one non-defective

crosstie whose centerline is within 18 inches of the
rail joint location. 

k. Used crossties, although not recommended, may be
used subject to prior approval from the Commission. 

l. Treated tie plugs of proper size shall be used to fill
holes tightly and driven into old spike holes of used
ties. Approved granular tie plug material may be
used in lieu of treated tie plugs. 

6. Switch ties: 
a. Switch ties shall be new and shall be hardwood in

accordance with the requirements of this Section.
Switch ties shall be located as shown on the turnout
plans. 

b. All switch ties shall be 7 inches thick by 9 inches
wide in cross section. Switch tie length shall be as
indicated on the turnout plans in 1 foot increments. 

c. All switch ties shall be sawed top, bottom and side
cut square at the ends, have top and bottom para
and have bark entirely removed. 

7. Tie plates: 
a. Tie plates shall be placed under each rail at every 

The tie plates shall be placed with the should
squarely against the rail. 

b. No crooked tie plates shall be permitted. Each 
plate shall be of proper design to fit the rail sectio
being used. 

8. Rail: 
a. All rail used in industrial track construction sha

weigh a minimum of 90 pounds per yard. Th
majority of rails used shall be a minimum of 30 fee
in length, with no more than 20 percent of varyin
lengths down to 24 feet, except as required 
switches. 

b. Rail shall be laid with joints staggered so that join
on one side will not be more than 4 feet from cent
of the opposite rail. The best running side of th
relay railhead shall form the gage side of the rail 
laid. 

c. Rails shall be new or equal to No. 2 relay rail or N
3 relay rail as per the AREA Manual recommend
tions for rail grading classifications. Overflow on
one or both sides shall be less than ¼ of an in
Base shall be solid and free of visual defects wi
only minor pitting. Relay rail shall be considered t
be used material. 

d. The bottom of rail, tie plate and top surface of t
shall be clean and smooth to provide for full bearin
for rails and tie plates. 

e. The use of a torch for cutting track rail, except fo
field welds or for burning bolt holes shall be prohib
ited. A rail saw or rail chisel properly and expertl
used for cutting and a hand or power rail drill fo
boring holes shall be employed. All chips and bur
shall be removed and all drilled holes shall b
peened. The bolt hole shall conform to the standa
plans. 

f. Angle bars of approved design shall be properly fi
ted against the rail and properly bolted. Each joi
shall be bolted with at least two bolts through eac
rail end. Joint bars cracked or broken throug
between the middle two bolts shall be replace
Compromise and insulated joint bars of prop
design shall be used where rail size and conditio
dictate. Track bolts, of proper size, fitted with
approved spring washers, shall be fully tightened 
proper tension. 

9. Spiking: 
a. Each rail will be spiked with two spikes per tie plat

on tangent track, staggered with inside spikes to t
east or north, outside spikes to the west or south.

b. Spikes shall be 5/8 of an inch wide by 6 inches lon
c. Track spikes shall be started and driven vertica

with face shank in contact with the rail so that th
face of the spike shall have full hold on rail bas
Damage to tie timber fiber shall be minimized. 

d. Spikes shall not be struck after head is down to sn
contact with the railbase. Care shall be taken not
overdrive spikes and rail shall not be gouged 
struck with spike maul or other tool. 

e. In the construction of road crossings and turnou
line spikes and hold down or anchor spikes shall a
be used throughout the crossing and turnout closu
Supp. 97-3 Page 10 September 30, 1997
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rails. Hold down or anchor spikes shall be used on
curves of five degrees or more.

10. Gage: 
a. Gage is measured between the heads of the rails at

right angles to the rails in a plane 5/8 of an inch
below the top of the railhead. 

b. In new industrial construction the rails shall be
gaged to 4 feet 8 ½ inches. 

c. Rail gage shall be maintained at not less than 4 feet 8
inches, nor more than 4 feet 9 ¾ inches for both
curved and tangent track. 

11. Rail anchors: 
a. 16 anchors per 39 feet of track shall be used, and

four nonconsecutive ties shall be box-anchored per
rail. 

b. Anchors shall be used throughout the turnout area.
The same tie shall be box-anchored across. 

c. Anchors shall not be placed on joint ties or ties adja-
cent to joint ties. 

d. Additional anchors shall be applied where longitudi-
nal rail movement needs to be effectively controlled. 

12. Gage rods: 
a. Gage rods may be used on curves where it is diffi-

cult to maintain gage.
b. On curves between 7 degrees and 10 degrees, 4 gage

rods per 39-foot panel shall be installed and on
curves between 10 degrees and 12 degrees, 5 gage
rods per 39-foot panels shall be installed. 

13. Switches: 
a. Each stock rail shall be securely seated in switch

plates, but care shall be taken to avoid canting the
rail by overtightening the rail braces. 

b. Each switch point shall fit its stock rail properly,
with the switch stand in either of its closed positions
to allow wheels to pass the switch point. Lateral and
vertical movement of a stock rail in the switch plates
or of a switch plate on a tie shall not adversely affect
the fit of the switch point to the stock rail. 

c. Each switch shall be maintained so that the outer
edge of the wheel tread cannot contact the gage side
of the stock rail. 

d. The heel of each switch rail shall be secure and the
bolts in each heel shall be kept tight. 

e. Each switch stand and connecting rod shall be
securely fastened and operable without excessive
lost motion. 

f. Unusually chipped or worn switch points shall be
repaired or replaced. Metal flow shall be removed to
insure proper closure.

g. The railroad shall be responsible for the installation
and maintenance of switches connecting industrial
track to railroad track facilities. 

h. Owners of industrial switches shall be responsible
for the installation and maintenance of their
switches. 

i. “Run-through” or damaged switches shall be
repaired immediately. 

14. Derails: 
a. Derails shall be installed where grade or other condi-

tions indicate the need. 
b. Derails shall be installed so that derailed cars will

not foul or damage adjacent track or railroad struc-
tures. 

c. Derail signs shall be clearly visible.

d. When in a locked position, the derail shall be free 
lost motion which will allow it to be operated with-
out removing the lock.

15. Car stops or bumping posts: 
a. Car stops or bumping posts shall be installed at 

end of all industry spur tracks. 
b. Car stops or bumping posts may be of any des

that will adequately stop a car without damaging th
car, such as, “wheelstops”, “drawbar stop”, o
“earth-tie stop”. 

Historical Note
Adopted effective May 28, 1992 (Supp. 92-2).

R14-5-110. Walkway and Clearance Standards 
A. The following shall be the standards for all walkways. 

1. Walkways shall be provided adjacent to tracks in all are
where railroad or industrial employees are required 
perform trackside duties. 

2. Walkways shall be: 
a. A uniform regular surface with a gradual slope n

to exceed 1 inch rise in 8 inches; 
b. Kept clean and free of weeds, debris and other ma

rials or equipment that might tend to interfere wit
the footing of railroad or industrial employees pe
forming trackside duties; and 

c. Constructed and maintained to insure proper dra
age and prevent pooling of water, oil or other liq
uids. 

3. In areas where heavy foot traffic exists, such as tra
yards and manually operated switches, the uniform s
face material used shall be no larger than 3/8 inch fines

4. Applicable walkway measurement and clearance st
dards contained in Appendices 1 through 6 shall be me

5. The center of tracks shall be kept clean and free from
foreign materials that tend to build up between rails cau
ing poor footing and a deterioration of track component

6. Walkway standards shall not apply to any of the follow
ing: 
a. Tracks in streets or tunnels, existing bridges, gra

separation structures, railroad-highway crossing
existing trestles, cattle guards, and tracks adjacen
walks, abutments, platforms, pillars and structur
where minimum widths are otherwise provided; 

b. Tracks within cities, towns, populated or congeste
areas where there is insufficient width of right-of
way, except that standards shall apply to the fu
width of right-of-way available; and 

c. Tracks during periods of damage or obstruction d
to heavy rain or snow, derailments, rock and ear
slides and other abnormal periods. Walkways sh
be brought back into compliance with this Sectio
within 30 days after the damage or obstructio
occurred. 

B. The following shall be the clearance standards: 
1. Minimum overhead and side clearances as prescribed

this Section may be decreased to the extent defined by
half circumference of a circle having a radius of 8 feet,
inches and tangent to a horizontal line 22 feet above 
top of rail at a point directly above the centerline of trac
except that for tunnels and through bridges, such rad
may be 8 feet. The requirements contained in Appendi
also shall be met. 

2. Minimum overhead clearance above the top of rail sh
be 22 feet except as follows: 
a. Clearance may be reduced to 18 feet if the track t

minates inside a building and all cars, locomotive
September 30, 1997 Page 11 Supp. 97-3
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or other equipment are brought to a stop before
entering the building. 

b. Clearance shall conform to the requirements speci-
fied in the National Electrical Safety Code (ANSI
C2-1990) pertaining to the installation and mainte-
nance of electrical supply and communication lines,
published by the Institute of Electrical and Elec-
tronic Engineers, Incorporated (approved on June
26, 1989), incorporated herein by reference, on file
with the Office of the Secretary of State, and copies
available from 345 East 47th Street, New York,
N.Y., 10017. 

c. Overhead clearances authorized in this subsection
are applicable to tracks on which rail cars having a
height of 15 feet 6 inches or less are transported. If
rail cars of a height greater than 15 feet 6 inches are
transported or proposed to be transported, minimum
overhead clearance shall be increased by the amount
of not less than such additional height, provided that
such cars are exempt from this subparagraph when
the top running boards have been removed, ladders
and hand brakes lowered, car painted, stenciled, and
otherwise modified in compliance with provisions of
49 CFR 231, as amended and revised through Octo-
ber 1, 1989, incorporated herein by reference, on file
with the Office of the Secretary of State, and copies
available from the United States Government Print-
ing Office, P.O. Box 371975M, Pittsburgh, Pennsyl-
vania 15250-7975.

d. Rotary dumpers used in the unloading of open top
cars shall be exempt from the provisions of this Sec-
tion. 

3. Minimum side clearance from centerline to tangent stan-
dard gage track to obstruction shall be 8 feet 6 inches
except as follows: 
a. For platforms: 

i. Platforms 8 inches or less above the top of rail
shall be 4 feet 8 inches from centerline of track. 

ii. Platforms 4 feet or less above the top of rail
shall be 7 feet 3 inches from centerline of track. 

iii. Stepped platforms combining two or more of
the platform clearances described in subdivi-
sions (i) and (ii) of this subparagraph shall not
be permitted. 

iv. Existing platforms may be extended at existing
clearance, provided that such clearance, unless
otherwise permitted by this Section, shall not
be less than 6 feet 6 inches from the centerline
of track. 

b. Mail cranes shall be exempt from the provisions of
this Section. 

c. All poles shall be a minimum of 8 feet 6 inches from
the centerline of track, except that 10 feet shall be
recommended where possible.

d. Minimum clearance for through bridges supporting
track and tunnels shall be 8 feet from the centerline
of track. 

e. Minimum clearance for handrails on bridges with
walkways shall be 7 feet 6 inches from the centerline
of track, except that the railroad may require clear-
ances in excess of this minimum when the railroad
deems it necessary. 

f. Water barrels and refuge platforms shall be 4 feet
above the top of rail and 8 feet distant laterally from
the centerline of track. 

g. For block signals and switch stands: 

i. Block signals and switch stands shall be 3 feet
or less above the top of rail and located
between tracks. Where not practicable to pro-
vide clearances otherwise prescribed in this
Section, they shall be a minimum of 6 feet from
the centerline of track. 

ii. All other block signals and switch stands shall
be a minimum of 8 feet 6 inches from the cen-
terline of track. 

h. Water columns and oil columns shall be a minimum
of 8 feet from the centerline of track. 

i. Cattle guard fencing shall be a minimum of 6 feet 9
inches from centerline of track; except that existing
cattle guards less than 6 feet 9 inches from the cen-
terline of track may be maintained at existing clear-
ance if such clearance does not extend beyond a line
extending diagonally upward from a point level with
the top of rail and 5 feet 10 inches distant laterally
from the centerline of track to a point 4 feet above
top of rail and 8 feet distant laterally from the center-
line of track. 

j. Log rollways may be constructed and maintained
with impaired clearances when adjacent to tracks
operated exclusively for logging purposes. 

k. Clearances into shops and buildings where freight
cars are spotted for repairs shall be a minimum of 7
feet 8 inches from the centerline of track. 

l. For fences and gates: 
i. The minimum distance between a fence and the

centerline of track shall be not less than 8 feet 6
inches, except that where conditions permit, 10
feet shall be required. 

ii. Fences topped with barbed wire shall have ver-
tical arms or the arms shall be turned outward
away from track, if necessary to maintain mini-
mum clearances as prescribed herein. 

iii. Gates shall be secure and shall be maintained in
a condition that will allow for easy opening by
one person. Gates, in the open position, shall be
at least 8 feet 6 inches from the centerline of
track. 

iv. Mechanical means shall be provided to prevent
gates from swinging closed while switching
operations are being performed. 

m. All minimum side clearances prescribed herein are
for tangent track. All structures adjacent to curved
track shall have a minimum side clearance 1 foot
greater than the equivalent minimum side clearance
for tangent track. Where space is limited, the mini-
mum side clearance for structures adjacent to track
of not over 12 degrees curvature shall be the same as
for tangent track, but if over 12 degrees curvature,
¼ of an inch shall be added to the equivalent min
mum side clearance for tangent track for each deg
of the curve. Where track contains superelevatio
minimum side clearances shall be increased as n
essary to give the equivalent clearances based
tangent track. 

n. Minimum side clearances authorized in this subse
tion are applicable to tracks on which freight ca
having a maximum overall width not greater than 1
feet 10 inches are transported. On tracks over wh
freight cars of greater width are transported, su
minimum side clearance shall be increased by n
less than ½ of such additional width.
Supp. 97-3 Page 12 September 30, 1997
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4. The minimum distance between the centerlines of parallel
standard gage railroad tracks, which are used or proposed
to be used for transporting freight cars, shall be 14 feet,
except as follows: 
a. The centerline of any standard gage track, except a

main track, parallel and adjacent to a main track,
shall be at least 15 feet from the centerline of main
track. 

b. The centerline of any standard gage ladder track,
constructed parallel to any other track, shall have a
clearance of not less than 20 feet from the centerline
of other track. 

c. Minimum clearance between the centerline of paral-
lel house or industry tracks shall be 13 feet, except
that railroads may require clearances in excess of
this minimum when conditions so warrant. 

d. Minimum-clearance between centerlines of two par-
allel team tracks shall be 13 feet, except that rail-
roads may require clearances in excess of this
minimum. 

e. Minimum clearances prescribed herein are applica-
ble only to tracks on which freight cars having a
minimum overall width of 10 feet 10 inches are
transported. On track over which freight cars of
greater width are transported, minimum distance
shall be increased by an amount equal to ½ such
additional width.

f. Existing tracks may be maintained, reconstructed, or
extended at centers in existence as of the effective
date of the Section. 

5. For track occupying or adjacent to public roadways: 
a. Requirements for track occupying a public roadway

shall be considered individually by the Commission. 
b. Track adjacent to a public roadway shall have a min-

imum clearance of 10 feet from the centerline of
track to the face of curb or edge of roadway. Rail-
road maintenance roads shall be exempt from the
provisions of this subparagraph.

6. For roadway structures over or under railroad track: 
a. Overhead roadway structures shall be a minimum of

23 feet above top of rail, except that overhead clear-
ances greater than 23 feet may be approved when
justified on the basis of railroad electrification. 

b. Roadway structures beneath railroad track shall have
a minimum clearance of 15 feet above the surface of
the roadway or, if additional clearance is required, as
determined by the Commission after public hearing. 

7. The general clearance requirements shall be: 
a. No merchandise, materials, equipment, or other arti-

cles shall be placed either on the ground or on a plat-
form adjacent to any track at a distance less than 8
feet 6 inches from the centerline of track. A suitable
line or other marker shall be maintained on all plat-
forms at a distance of 8 feet 6 inches from the cen-
terline of track to indicate minimum clearance for
the articles. 

b. Nothing herein shall be considered as preventing the
movement of special work equipment or cars, except
that such operations shall be conducted in a safe
manner. 

8. For impaired clearance signs: 
a. Impaired clearance signs shall be of sufficient size to

accommodate any wording prescribed by the Com-
mission. The letters of said wording shall be at least
2 ½ inches in height with a ½ of an inch black stroke
on a fluorescent white background. In the event the

Commission does not specify said wording, rai
roads may use their own wording for such warnin
signs. 

b. Impaired clearance signs shall be located at no l
than 8 feet 6 inches from the centerline of trac
shall be in a position to be clearly visible to
approaching train crews. 

C. All railroads operating wholly or partially within the state o
Arizona shall comply with the requirements of this Section 
all construction, reconstruction, or modification of track o
railroad facilities performed subsequent to the effective date
this Section. 

D. Existing track, walkways, or railroad facilities may be main
tained at existing clearances, except that such track, walkwa
or railroad facilities shall not jeopardize the safety of railroa
employees, industrial employees, or the general public.

E. Except as provided for in subparagraph (B)(4)(f) of this Se
tion, all applications for exemption from any of the require
ments of this Section shall be approved by the Commiss
prior to construction, reconstruction or modification of trac
or railroad facilities adjacent thereto. An application fo
exemption shall: 
1. Be submitted to the Railroad Safety Section, Arizo

Corporation Commission;
2. Contain the full name and address of the applicant and

nature of the applicant's business; 
3. Set forth the reason and the extent for which relief 

sought; 
4. Include sufficient information to support and justify th

exemption; and, 
5. If necessary, include engineering drawings to further cl

ify the application.

Historical Note
Adopted effective May 28, 1992 (Supp. 92-2).

R14-5-111. Crew Requirements 
A. Railroads operating within Arizona shall maintain a minimu

of two operating employees in the control compartment of t
lead locomotive unit of a train. 

B. Compliance with subsection (A) of this Section shall not b
required during switching operations, while moving cars f
inspection purposes, or while performing setouts in conjun
tion with road service.

Historical Note
Adopted effective May 28, 1992 (Supp. 92-2).

R14-5-112. Reserved
R14-5-113. Hazardous Materials 
A. All railroad operations which engage in the loading of railroa

freight cars for the purpose of transporting hazardous mater
by rail in and through Arizona shall be governed by all of th
following:
1. The material to be transported shall be authorized 

transportation in freight cars. The freight car select
shall be compatible with the lading and be authorized 
the commodity by the United States Department of Tran
portation. All fittings, tank, and safety appurtenance
shall be in proper condition for the safe transportation 
the product. 

2. Loading operations shall be performed only by perso
properly instructed in loading hazardous materials a
made responsible for careful compliance with 49 CF
174.67, as amended and revised through November
1989, incorporated herein by reference, on file with th
Office of the Secretary of State and copies available fro
September 30, 1997 Page 13 Supp. 97-3
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the United States Government Printing Office, P.O. Box
371975M, Pittsburgh, Pennsylvania 15250-7975.

3. Hand brakes shall be set and wheels blocked on all cars to
be loaded. 

4. Caution signs shall be so placed on the track or cars to
give necessary warning to persons approaching the cars
from the open end of a siding and shall be left in place
until after the cars are unloaded or loaded and discon-
nected from the loading or unloading connection. The
signs shall be of metal or other comparable material, at
least 12 inches high by 15 inches wide in size, and bear
the words, “STOP--Freight Car Connected”, or “STOP--
Men at Work”, the word “STOP” being in letters at least 4
inches high and other words in letters at least 2 inches
high. The letters shall be white on a blue background. 

5. Loading connections shall be securely attached to inlet
pipes and other fittings before any discharge valves are
opened. 

6. Freight cars shall not be allowed to stand with connec-
tions attached after loading is completed. Throughout the
entire period of loading, and while the car is connected to
the loading device, the car shall be attended by the loader. 

7. If necessary to discontinue loading a freight car for any
reason, all loading connections shall be disconnected. All
valves first shall be tightly closed, and the closures of all
other openings securely applied. 

8. As soon as a freight car is completely loaded, all valves
shall be made tight, the loading connections shall be
removed, and all other closures made tight, except that
heater coil inlet and outlet pipes shall be left open for
drainage. The manhole cover shall be re-applied by the
use of a bar or wrench, the outlet valve reducer and outlet
valve cap replaced by the use of a wrench having a handle
at least 36 inches long, and the outlet valve cap plug, end
plug, and all other closures of openings and of their pro-
tective housings shall be closed by the use of a suitable
tool. 

9. Railroad defect cards shall not be removed. 
10. If oil or gasoline has been spilled on the ground around

connections, it shall be covered with fresh dry sand or
dirt. 

11. All tools and implements used in connection with loading
shall be kept free of oil, dirt, and grit. 

B. Placarding shall be as follows: 
1. When lading requiring placarding in compliance with

provisions of 49 CFR 172.500(c), as amended and
revised through November 1, 1989, incorporated herein
by reference, on file with the Office of the Secretary of
State, and copies available from the United States Gov-
ernment Printing Office, P.O. Box 371975M, Pittsburgh,
Pennsylvania 15250-7975, is loaded in a freight car, it
shall be the responsibility of the person loading the
freight car to affix the prescribed number and type of
placards to the freight car. 

2. The freight car shall be equipped with at least four metal
placard holders which are suitable for service.

3. Placards affixed to hazardous materials freight cars shall
be in a condition so that the format, legibility, color, and
visibility are not substantially reduced due to damage,
deterioration, or obscurement by dirt or other matter. 

C. The accumulation of static electricity during the loading or
unloading of freight cars with flammable liquids or flammable
compressed gases shall be prevented by providing a means of
grounding the freight car body to a suitable location using a
grounding device capable of conducting static electricity away

from the freight car and the loading or unloading applianc
and appurtenances. 

D. For rail bonds and insulated joints: 
1. Rail shall be adequately bonded at each joint upon wh

railroad equipment may stand while flammable liquids 
flammable gases are being transferred. 

2. Insulated rail joints shall be installed to electrically sep
rate the loading or unloading track section from all oth
track rails. 
a. Insulated rail joints shall be applied only to rail hav

ing sawed ends. 
b. Insulated rail joints shall not be applied to rails co

ered with scale, dirt, or other foreign matter; to rai
with battered ends; or when the opening between r
ends is greater than 3/8 of an inch.

3. An emergency transfer of flammable liquids or flamm
ble gases that must be performed in conjunction with
hazardous material incident shall be exempt from R
Bonding and Insulated Joint requirements, provided oth
means, such as ground rods, are utilized to ground 
containers and transfer appliances. 

E. A derail shall be used to prevent the intrusion into an ar
where freight cars are being loaded or unloaded with a haza
ous material. This device shall be kept in “derailing” positio
and locked with an effective locking device while freight ca
are connected for loading or unloading. The key for the lo
used to immobilize the derailing device shall be maintained
the care of the person who is in charge of the freight cars be
loaded or unloaded. 

F. Placarded freight cars which contain hazardous materials s
not be left to stand in populated areas for the purpose of c
structive placement where the freight car is not under t
direct supervision, observation or control of the railroad ca
rier. 

G. Rail carriers shall be prohibited from allowing freight o
freight cars carrying hazardous materials to be constructiv
placed or otherwise withheld from their destination at oth
than an Environmental Protection Agency-approved trans
facility. For the purposes of this subsection, “transfer facility
shall mean any transportation-related facility including loa
ing docks, parking areas and other similar areas where s
ments of hazardous materials are held during the norm
course of transportation. 

H. All railroad operations which engage in the unloading of ra
road freight cars for the purpose of transporting hazardo
materials by rail in and through Arizona shall be governed 
49 CFR 174.67, as amended and revised through Octobe
1989, incorporated herein by reference, on file with the Offi
of the Secretary of State, and copies available from the Un
States Government Printing Office, P.O. Box 371975M, Pit
burgh, Pennsylvania 15250-7975, all being regulations of 
Federal Railroad Administration, United States Department
Transportation, Railroad Safety regulations. 

Historical Note
Adopted effective May 28, 1992 (Supp. 92-2).

R14-5-114. End-of-train Device 
Any railroad carrier subject to the provisions of 49 CFR 22
amended and revised through October 1, 1989, incorporated he
by reference, on file with the Office of the Secretary of State, a
copies available from the United States Government Print
Office, P.O. Box 371975M, Pittsburgh, Pennsylvania 15250-79
operating trains outside of yard limits without an occupied cabo
at the rear of the train shall have an operable end-of-train dev
capable of activating the train's emergency air brake system e
Supp. 97-3 Page 14 September 30, 1997
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train. 

Historical Note
Adopted effective May 28, 1992 (Supp. 92-2).

R14-5-115. Train Composition 
All carriers operating within the state of Arizona shall strictly
adhere to their respective instructions relative to “train makeup” or
“special car handling instructions” as promulgated in the current
timetable or other operating department special instructions. 

Historical Note
Adopted effective May 28, 1992 (Supp. 92-2).

R14-5-116. Civil Penalty 
A. Any person, firm or corporation violating any provision of this

Article or Order adopted pursuant to this Article pertaining to
railroad safety and the transportation of hazardous materials
by rail shall be subject to a civil penalty not to exceed $2,000
for each violation with each day constituting a separate viola-
tion. In no event shall the maximum civil penalty exceed

$200,000 for any related series of violations. The penalt
described in this subsection shall not apply to R14-5-102.

B. Any civil penalty pertaining to railroad and rail hazardou
materials transportation safety may be compromised by 
Commission. In determining the amount of the penalty, or t
amount agreed upon in compromise, the appropriateness o
penalty to the size of the business of the person, firm or cor
ration charged, the gravity of the violation and the good fa
of the person, firm or corporation charged in attempting 
achieve compliance, after notification of a violation, shall b
considered by the Commission. The amount of the pena
when finally determined, or the amount agreed upon in co
promise, may be deducted from any sums owed by the stat
Arizona to the person, firm or corporation charged or may 
recovered in a civil action in the Superior Court of the state
Arizona.

C. The Commission may avail itself of any other authority o
remedies available under the Constitution of Arizona and 
Arizona Revised Statutes to effect the purpose of this Articl

Historical Note
Adopted effective May 28, 1992 (Supp. 92-2).
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Appendix 1. Walkways Along Main Tracks Along Short Line & Branch Line - One Track

Historical Note

Adopted effective May 28, 1992 (Supp. 92-2).
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Corporation Commission - Transportation
Appendix 2. Walkways Along Main Tracks Along Short Line & Branch Line - Two Tracks

Historical Note

Adopted effective May 28, 1992 (Supp. 92-2).
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Corporation Commission - Transportation
Appendix 3. Walkways at Main Line Switches Entering Yards and Serving Industry Tracks Except as Provided in Standard No.

4 - Walkways to be Level with Ties

Historical Note

Adopted effective May 28, 1992 (Supp. 92-2).
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Corporation Commission - Transportation
Appendix 4. Walkways Where Switches are Power Operated

Historical Note

Adopted effective May 28, 1992 (Supp. 92-2).
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Corporation Commission - Transportation
Appendix 5. Walkways in Yards and Points Where Industrial Switching is Performed But Not Less Than 50 Feet in Advance of

Switch

Historical Note

Adopted effective May 28, 1992 (Supp. 92-2).
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Corporation Commission - Transportation
Appendix 6. Requirements for Walkways Adjacent to Tracks

Historical Note

Adopted effective May 28, 1992 (Supp. 92-2).
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Appendix 7. Typical Clearance of Structures from Railroad Tracks

Historical Note

Adopted effective May 28, 1992 (Supp. 92-2).
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Appendix 8. Highway Crossing Sign

Historical Note

Adopted effective May 28, 1992 (Supp. 92-2).
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ARTICLE 2. PIPELINE SAFETY

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State of Ari-
zona v. Arizona Corporation Commission, 114 Ariz. Adv. Rep. 36
(Ct. App. 1992)).

R14-5-201. Definitions
As used in this Article:

1. “Abandon” means disconnecting the pipeline from all
sources and supplies of gas, purging the gas within the
pipeline being disconnected and capping all ends.

2. “Building” means any structure intended for supporting
or sheltering any occupancy.

3. “Commission” means the Arizona Corporation Commis-
sion.

4. “Intrastate pipeline” means all pipeline facilities included
in the definition of “pipeline system” that are used by
public service corporations to transport natural gas, other
gas or hazardous liquids within Arizona, that are not used
to transport gas or hazardous liquids in interstate or for-
eign commerce. This includes, without limitation, any
equipment, facility, building or other property used or
intended for use in transporting gas or hazardous liquids.

5. “Master meter system” means physical facilities for dis-
tributing gas within a definable area where the operator
purchases metered gas from a public service corporation
to provide gas service to two or more buildings other than
at a single family residence.

6. “Operator” means a person that owns or operates a pipe-
line system or master meter system.

7. “Person” means any individual, firm, joint venture, part-
nership, corporation, association, cooperative association,
joint stock association, trustee, receiver, assignee, per-
sonal representative, the state or any political subdivision
thereof.

8. “Pipeline system” means all parts of those physical facili-
ties that are used by public service corporations through
which natural gas, other gases or hazardous liquids move
in transportation including, but not limited to, pipes, com-
pressor units, metering stations, regulator stations, deliv-
ery stations, holders and fabricated assemblies.

9. “Pipeline Safety Group” means the Section of Pipeline
Safety personnel for the Commission.

10. “Sandy type soil” means sand no larger than “coarse” as
defined by ASTM D-2487-83 (1983 Edition), incorpo-
rated herein by reference and on file with the Office of
the Secretary of State.

11. “State” means the State of Arizona and all lands within its
boundaries.

12. “Structure” means that which is built or constructed, an
edifice or building of any kind or any piece of work artifi-
cially built or composed of parts joined together in some
definite manner.

13. “Transport” or “transportation” of gas or hazardous liq-
uids is the gathering, transmission, distribution and stor-
age of gas or hazardous liquids by pipeline within the
State.

Historical Note
Adopted effective October 23, 1987 (Supp. 87-4). 
Amended Paragraph (5) effective February 3, 1989 

(Supp. 89-1). Amended effective July 25, 1994, under a 
court-ordered exemption as determined by the Arizona 

Corporation Commission (Supp. 94-3).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorne
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State of Ar
zona v. Arizona Corporation Commission, 114 Ariz. Adv. Rep. 3
(Ct. App. 1992)).

R14-5-202. Construction and Safety Standards
A. Applicability: This rule applies to the construction, reconstruc-

tion, repair, operation and maintenance of all intrastate natural
gas, other gas and hazardous liquid pipeline systems.

B. Subject to the definitional changes in R14-5-201 and the revi-
sions noted in subsection (C), the Commission adopts, incor-
porates, and approves as its own 49 CFR 40, 191, 192, 193,
195, except 195.1(b)(2) and (3), and 199, revised as of Febru-
ary 25, 1997 (and no future amendments), incorporated by ref-
erence, on file with the Office of the Secretary of State, and
copies available from the United States Government Printing
Office, P.O. Box 371975M, Pittsburgh, Pennsylvania 15250-
7975.

C. The above mentioned incorporated Parts of 49 CFR, except
Parts 191 and 195, Subpart B, are revised as follows:
1. Substitute “Commission” where “Office of Pipeline

Safety, Research and Special Programs Administratio
or “Office of Pipeline Safety” (OPS) appear.

2. Substitute “Pipeline Safety Section, Arizona Corporatio
Commission, at its office in Phoenix, Arizona” wher
addresses for the Information Systems Manager, Mate
als Transportation Bureau, Department of Transportati
or Office of Chief Counsel appear.

D. Operators of an intrastate pipeline will file with the Commis
sion an Operation and Maintenance Plan (O & M), includin
an emergency plan, within 120 days of the effective date
this rule. Any changes in existing plans will be filed within 3
days of the effective date of the change.

E. Operators of an intrastate pipeline transporting sour gas or
are subject to industry standards addressing facilities hand
hydrogen sulfide (H2S). Standards adopted are:
1. NACE standard MR-01-75 (1980 Revision); materia

equipment-sulfide stress cracking resistant metallic ma
rial for oil field equipment, incorporated by reference an
on file with the Office of the Secretary of State.

2. API RP55 (1981 Edition); API recommended practice f
conducting oil and gas production operations involvin
hydrogen sulfide, incorporated by reference and on f
with the Office of the Secretary of State.

F. Operators of an intrastate pipeline transporting natural gas
other gas pipeline system will not construct any part of a na
ral gas system under a building. For building encroachme
over natural gas system piping, the operator may require 
property owner to resolve the encroachment (that is, mov
the building or reimbursing the operator for relocating the g
piping). The operator will discontinue service to properties f
which encroachment issues are not resolved.

G. Operators of an intrastate pipeline transporting natural gas
other gas pipeline system will not construct any part of a m
or service line of a natural gas system closer than 8 inche
any other underground structure. If the 8 inch clearance can
be maintained from other underground structures, a slee
casing, or shielding may be used upon verification by the Pi
line Safety Section.

H. Operators of an intrastate pipeline transporting natural gas
other gas pipeline system, that have regulators, meters, or 
ulation meter sets that have been out of service for 36 mon
will abandon those lines and cap all ends.

I. Operators of an intrastate pipeline transporting natural gas
other gas pipeline system will utilize a cathodic protection sy
Supp. 97-3 Page 24 September 30, 1997
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tem designed to protect metallic pipe, when used, in its
entirety, in accordance with 49 CFR 192, Subpart I, February
25, 1997 (and no future amendments), incorporated by refer-
ence, on file with the Office of the Secretary of State, and cop-
ies available from the United States Government Printing
Office, P.O. Box 371975M, Pittsburgh, Pennsylvania 15250-
7975. Such a cathodic protection will be in operation within 1
year after completion of construction.

J. Operations of an intrastate pipeline transporting natural gas or
other gas pipeline system will not use solvent cement to join
together plastic pipe manufactured from different materials
unless the operator utilizes a joining procedure in accordance
with the specifications of 49 CFR 192, Subpart F, February 25,
1997 (and no future amendments), incorporated by reference,
on file with the Office of the Secretary of State, and copies
available from the United States Government Printing Office,
P.O. Box 371975M, Pittsburgh, Pennsylvania 15250-7975. 

K. Operators of an intrastate pipeline transporting natural gas or
other gas pipeline system will not install Acrylonitrite-Butadi-
ene-Styrene (ABS) pipe in their systems.

L. Operators of an intrastate pipeline transporting natural gas or
other gas pipeline system that construct a pipeline or any por-
tion thereof using plastic pipe, will install, at a minimum, a 14-
gauge coated or corrosion resistant, electrically conductive
wire as a means of locating the pipe while it is underground.

M. Operators of an intrastate pipeline transporting natural gas or
other gas pipeline system that construct an underground pipe-
line using plastic pipe, will bury the installed pipe with a mini-
mum of 6 inch of sandy type soil for bedding and shading, free
of any rock or debris, unless otherwise protected and approved
by the Pipeline Safety Section.

N. Operators of an intrastate pipeline transporting natural gas or
other gas pipeline system that construct an underground pipe-
line using plastic pipe will install the pipe with sufficient slack
to allow for thermal expansion and contraction. In addition, all
plastic pipe shall be marked CD as required by ASTM D2513-
90c (1990c Edition and no future editions), incorporated by
reference, on file with the Office of the Secretary of State, and
copies available from ASTM, 1916 Race Street, Philadelphia,
Pennsylvania 19103-1187, for areas where the service temper-
ature is above 100°F.

O. Operators of an intrastate pipeline transporting natural gas or
other gas pipeline system will grade all detected leakage by the
following standard: ASME Guide for Gas Transmission and
Distribution Pipeline System Material, Appendix G-11-1983
(1983 Revision), Leak Classification and Action Criteria,
incorporated by reference and on file with the Office of the
Secretary of State.

P. All repair work performed on existing intrastate pipeline trans-
porting natural gas or other gas pipeline system will comply
with the provisions of this Article.

Q. The Commission may waive compliance with any of the afore-
mentioned parts upon a finding that such a waiver is in the
interest of public and pipeline safety.

R. To ensure compliance with provisions of this rule the Commis-
sion or an authorized representative thereof may enter the pre-
mises of an operator of an intrastate pipeline to inspect and
investigate the property, books, papers, business methods, and
affairs that pertain to the pipeline system operation.

S. All other Commission administrative rules are superseded to
the extent they are in conflict with the pipeline safety provi-
sions of this Article.

Historical Note
Adopted effective October 23, 1987 (Supp. 87-4). 

Amended Subsections (B), (I) and (J) effective February 
3, 1989 (Supp. 89-1). Amended effective December 18, 

1991 (Supp. 91-4). Amended effective July 25, 1994, 
under a court-ordered exemption as determined by the 

Arizona Corporation Commission (Supp. 94-3). 
Amended effective August 30, 1996, under a court-

ordered exemption as determined by the Arizona Corpo-
ration Commission (Supp. 96-3). Amended effective Sep-

tember 26, 1997, under a court-ordered exemption as 
determined by the Arizona Corporation Commission 

(Supp. 97-3). 

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorne
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State of Ar
zona v. Arizona Corporation Commission, 114 Ariz. Adv. Rep. 3
(Ct. App. 1992)).

R14-5-203. Pipeline Incident Reports and Investigations
A. Applicability. This rule applies to all intrastate pipeline sys-

tems.
B. Required incident reports by telephone:

1. Operators of an intrastate pipeline transporting natural
gas or other gas pipeline system will notify by telephone
the Pipeline Safety Section upon discovery of the occur-
rence of any of the following:
a. The release of natural gas, other gas or liquefied nat-

ural gas (LNG) from a pipeline or LNG facility,
when any of the following results:
i. Death or personal injury requiring hospitaliza-

tion.
ii. An explosion or fire not intentionally set by the

operator.
iii. Property damage, including the value of the gas

lost, estimated in excess of $5,000.
b. Emergency transmission pipeline shutdown.
c. News media inquiry.

2. Operators of an intrastate pipeline transporting hazardous
liquid will notify by telephone the Pipeline Safety Section
upon discovery of the occurrence of any of the following:
a. Death or personal injury requiring hospitalization.
b. An explosion or fire not intentionally set by the

operator.
c. Property damage estimated in excess of $5,000.
d. Pollution of any stream, river, lake, reservoir, or

other body of water that violates applicable water
quality standards, causes a discoloration of the sur-
face of the water or adjoining shoreline, or deposits
sludge or emulsion beneath the surface of the water
or upon adjoining shorelines.

e. News media inquiry.
3. Telephone incident reports will include the following

information:
a. Name of the pipeline system operator,
b. Name of the reporting party,
c. Job title of the reporting party,
d. The reporting party’s telephone number,
e. Location of the incident,
f. Time of the incident, and
g. Fatalities and injuries, if any.

C. Require written incident report:
1. Operators of an intrastate pipeline transporting natu

gas or other gas pipeline system will file a written inc
dent report when an incident occurs involving a natur
gas or other gas pipeline that results in any of the follo
ing:
a. An explosion or fire not intentionally set by the

operator.
September 30, 1997 Page 25 Supp. 97-3
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b. Injury to a person that results in 1 or more of the fol-
lowing:
i. Death.
ii. Loss of consciousness.
iii. Need for medical treatment requiring hospital-

ization.
c. Property damage, including the value of the lost gas,

estimated in excess of $5,000.
d. Emergency transmission pipeline shutdown.

2. Written incident reports concerning natural gas or other
gas pipeline systems will be in the following form:
a. RSPA F7100.1 - Distribution System: Incident

Report, incorporated by reference and on file with
the Office of the Secretary of State.

b. RSPA F7100.2 - Transmission and Gathering Sys-
tem: Incident Report, incorporated by reference and
on file with the Office of the Secretary of State.

3. Operators of an intrastate pipeline transporting hazardous
liquid will make a written incident report on DOT Form
7000-1, incorporated by reference and on file with the
Office of the Secretary of State, when there is a release of
hazardous liquid which results in any of the following:
a. An explosion or fire not intentionally set by the

operator.
b. Injury to a person that results in 1 or more of the fol-

lowing:
i. Death.
ii. Loss of consciousness.
iii. Inability to leave the scene of the incident unas-

sisted.
iv. Need for medical treatment.
v. Disability which interferes with a person’s nor-

mal daily activities beyond the date of the inci-
dent.

c. The loss of 50 or more barrels of hazardous liquid.
d. The escape of more than 5 barrels each day, of vola-

tile liquids, into the atmosphere.
e. Property damage estimated in excess of $5,000.
f. News media inquiry.

4. Written incident reports as required in this Section will be
filed, in duplicate, with the Pipeline Safety Section,
within the time specified below:
a. Natural gas or other gas - within 20 days after detec-

tion.
b. Hazardous liquids - within 15 days after detection.

5. The Commission will forward a copy of all required writ-
ten incident reports within 10 days of receipt to the Infor-
mation Resources Manager, Office of Pipeline Safety,
Research and Special Programs Administration, U.S.
Department of Transportation, Washington, DC 20590.

D. Investigations by the Commission:
1. The Pipeline Safety Section will investigate the cause of

incidents resulting in death or serious injury.
2. Pursuant to an investigation under this rule, the Commis-

sion, or an authorized agent thereof, may:
a. Inspect all plant and facilities of a pipeline system.
b. Inspect all other property, books, papers, business

methods, and affairs of a pipeline system.
c. Make inquiries and interview persons having knowl-

edge of facts surrounding an incident.
d. Attend, as an observer, hearings and formal investi-

gations concerning pipeline system operators.
e. Schedule and conduct a public hearing into an inci-

dent.
3. The Commission may issue subpoenas to compel the pro-

duction of records and the taking of testimony.

4. Incidents not reports in accordance with the provisions
this rule will be investigated by the Pipeline Safety Se
tion.

5. Incidents referred to in incomplete or inaccurate repo
will be investigated by the Pipeline Safety Section.

6. Late filed incident reports will be accompanied by a lett
of explanation. Incidents referred to in late filed repor
may be investigated by the Pipeline Safety Section.

7. Operators of an intrastate pipeline transporting natu
gas and other gas pipeline system will grade and report
detected leakage by the following standard -- ASM
Guide for Gas Transmission and Distribution Pipelin
Systems Material, Appendix G-11-1983 (1983 Revision
Leak Classification and Action Criteria, incorporated b
reference and on file with the Office of the Secretary 
State.

Historical Note
Adopted effective October 23, 1987 (Supp. 87-4). 

Amended effective December 18, 1991 (Supp. 91-4). 
Amended effective September 26, 1997, under a court-

ordered exemption as determined by the Arizona Corpo-
ration Commission (Supp. 97-3).

R14-5-204. Annual Reports
A. Except for operators of an intrastate pipeline transporting h

ardous liquid, all other intrastate pipeline operators will file 
duplicate, with the Pipeline Safety Section, not later th
March 1, for the preceding calendar year, the following app
priate report(s):
1. RSPA F7100.1-1 (November 1985 Edition and no futu

editions) - “Annual Report for Calendar Year 19___, G
Distribution System” and “Instructions for Completing
RSPA Form F7100.1-1, Annual Report for Calendar Ye
19___, Gas Distribution System”, incorporated herein 
reference, on file with the Office of the Secretary of Sta
and copies available from the Information Resourc
Manager, Office of Pipeline Safety, Research and Spec
Programs Administration, U.S. Department of Transpo
tation, Room 8417, 400 Seventh Street, S.W., Washin
ton, D.C. 20590.

2. RSPA F7100.2-1 (November 1985 Edition and no futu
editions) - “Annual Report for Calendar Year 19___, G
Transmission and Gathering Systems” and “Instructio
for Completing Form RSPA F7100.2-1, Annual Repo
for Calendar Year 19___, Gas Transmission and Gath
ing Systems”, incorporated herein by reference, on f
with the Office of the Secretary of State, and copies ava
able from the Information Resources Manager, Office 
Pipeline Safety, Research and Special Programs Admin
tration, U.S. Department of Transportation, Room 841
400 Seventh Street, S.W., Washington, D.C. 20590.

B. The Commission will forward a copy of all required annu
reports by March 15 to the Information Resources Manag
Office of Pipeline Safety, Research and Special Progra
Administration, U.S. Department of Transportation, Washin
ton, D.C. 20590.

Historical Note
Adopted effective October 23, 1987 (Supp. 87-4). 

Amended effective December 18, 1991 (Supp. 91-4).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorne
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State of Ar
zona v. Arizona Corporation Commission, 114 Ariz. Adv. Rep. 3
(Ct. App. 1992)).
Supp. 97-3 Page 26 September 30, 1997
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R14-5-205. Master Meter System Operators
A. Applicability. This rule applies to the construction, reconstruc-

tion, repair, emergency procedures, operation and maintenance
of all master meter systems as a condition of receiving service
from public service corporations. Noncompliance with this
rule by operators of a master meter system shall constitute
grounds for termination of service by the public service corpo-
ration when informed in writing by the Pipeline Safety Sec-
tion. In case of an emergency, the Pipeline Safety Section may
give the public service corporation oral instructions to termi-
nate service, with written confirmation to be furnished within
24 hours.

B. Subject to the definitional changes in R14-5-201 and the revi-
sions noted in subsection (C), the Commission adopts, incor-
porates, and approves as its own 49 CFR 191 and 192, revised
as of February 25, 1997 (and no future amendments), incorpo-
rated by reference, on file with the Office of the Secretary of
State, and copies available from the United States Government
Printing Office, P.O. Box 371975M, Pittsburgh, Pennsylvania
15250-7975.

C. The above mentioned incorporated parts of 49 CFR, except
Part 191, are revised as follows:
1. Substitute “Commission” where “Office of Pipeline

Safety, Research and Special Programs Administration”,
or “Office of Pipeline Safety” (OPS) appear.

2. Substitute “Pipeline Safety Section, Arizona Corporation
Commission, at its office in Phoenix, Arizona” where
addresses for the Information Resources Manager, Office
of Pipeline Safety, Research and Special Programs
Administration, U.S. Department of Transportation or
Office of Chief Counsel appear.

D. Operators of a master meter will establish an Operation and
Maintenance Plan (O & M) including an emergency plan. The
plans must be maintained at the master meter location. 

E. Operators of a master meter system will not construct any part
of a natural gas or other gas system under a building or permit
a building to be placed over a pipeline.

F. Operators of a master meter system will not install Acryloni-
trile-Butadiene-Styrene (ABS) pipe in their systems.

G. Operators of a master meter system will not use solvent
cement to join together plastic pipe manufactured from differ-
ent materials unless the operator utilizes a joining procedure in
accordance with the specifications of 49 CFR 192, Subpart F,
August 14, 1995 (and no future amendments), incorporated by
reference, on file with the Office of the Secretary of State, and
copies available from the United States Government Printing
Office, P.O. Box 371975M, Pittsburgh, Pennsylvania 15250-
7975.

H. Operators of a master meter system that construct a pipeline or
any portion thereof using plastic pipe will install, at a mini-
mum, a 14-gauge coated or corrosion resistant, electrically
conductive wire as a means of locating the pipe while it is
underground.

I. Operators of a master meter system that construct an under-
ground pipeline using plastic pipe, will bury the installed pipe
with a minimum of 6 inches of sandy type soil for bedding and
shading, free of any rock or debris, unless otherwise protected
and approved by the Pipeline Safety Section.

J. Operators of a master meter system that construct an under-
ground pipeline using plastic pipe will install the pipe with
sufficient slack to allow for thermal expansion and contrac-
tion. In addition, all plastic pipe shall be marked CD as
required by ASTM D2513-90c (1990c Edition and no future
editions), incorporated by reference, on file with the Office of

the Secretary of State and copies available from ASTM, 19
Race Street, Philadelphia, Pennsylvania 19103-1187, for ar
where the service temperature is above 100°F.

K. All repair work performed on existing master meter system
will comply with the provisions of this Article.

L. Operators of a master meter system will not construct any p
of a natural gas or other gas system closer than 8 inches to
other underground structure.

M. Operators of a master meter system will file a Notice of Co
struction 30 days prior to commencement of the construct
of any pipeline. The Notice will contain the following infor-
mation:
1. The dates of construction,
2. The size and type of pipe to be used,
3. The location of construction, and
4. The Maximum Allowable Operating Pressure (MAOP).

N. Operators of a master meter system will perform leakage s
veys at intervals not exceeding 15 months but at least o
each calendar year and will grade all detected leakage by
following standard -- ASME Guide for Gas Transmission an
Distribution Pipeline System Material, Appendix G-11-198
(1983 Revision and no future amendments), Leak Classifi
tion and Action Criteria, incorporated by reference, on fi
with the Office of the Secretary of State, and copies availa
from ASME, United Engineering Center, 345 East 47th Stre
New York, New York 10017. Leak detection procedures sh
be approved by the Pipeline Safety Section.

O. Operators of a master meter system will file an annual rep
with the Commission on Commission Form 1-90/15M (199
Edition and no future editions), “Annual Report for Calend
Year 19___, Small Operators of Gas Distribution System
incorporated by reference, on file with the Office of the Secr
tary of State, and copies available from the Arizona Corpo
tion Commission, Pipeline Safety Group, 1200 We
Washington, Phoenix, Arizona 85007. This report will be file
with the Pipeline Safety Section not later than April 15 for th
preceding calendar year.

P. The Commission may waive compliance with any of the afor
mentioned parts upon a finding that such a waiver is in t
interest of public safety.

Q. To ensure compliance with provisions of this rule, the Com
mission or an authorized representative thereof, may enter
premises of an operator of a master meter system to ins
and investigate the property, books, papers, business meth
and affairs that pertain to the operation of the master me
system.

R. All other Commission administrative rules are superseded
the extent they are in conflict with the pipeline safety prov
sions of this Article.

Historical Note
Adopted effective October 23, 1987 (Supp. 87-4). 

Amended subsections (B) and (G) effective February 3, 
1989 (Supp. 89-1). Amended effective December 18, 
1991 (Supp. 91-4). Amended effective July 25, 1994, 
under a court-ordered exemption as determined by the 

Arizona Corporation Commission (Supp. 94-3). 
Amended effective August 30, 1996, under a court-

ordered exemption as determined by the Arizona Corpo-
ration Commission (Supp. 96-3).Amended effective Sep-

tember 26, 1997, under a court-ordered exemption as 
determined by the Arizona Corporation Commission 

(Supp. 97-3).
September 30, 1997 Page 27 Supp. 97-3
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TITLE 14.  PUBLIC SERVICE CORPORATIONS; CORPORATIONS AND ASSOCIATIONS; SECURITIES REGULATION

CHAPTER 6. CORPORATION COMMISSION

INVESTMENT MANAGEMENT

Editor’s Note: The Corporation Commission has determined that rules in this Chapter are exempt from the Attorney General 
fication provisions of the Arizona Administrative Procedure Act (A.R.S. § 41-1044) by a court order (State ex rel. Corbin v. Arizona Cor-
poration Commission, 174 Ariz. 216, 848 p.2d 301 (App. 1992)); This exemption means that the rule was not approved by the Aney
General. Because this Chapter was filed under a rulemaking exemption, as determined by the Corporation Commission, other 
statutory exemption, the Chapter is printed on green paper.

(Authority: Article XV, §§ 4,6, and 13, Constitution of Arizona, and A.R.S. § 44-3131.)

ARTICLE 1. GENERAL PROVISIONS RELATING TO THE 
ARIZONA INVESTMENT MANAGEMENT ACT

Article 1, consisting of Sections R14-6-101 thru R14-6-104,
adopted effective July 19, 1996 (Supp. 96-3).

Section
R14-6-101. Definitions
R14-6-102. Scope
R14-6-103. Severability
R14-6-104. Enforcement of the Arizona Investment Manage-

ment Act
R14-6-105. Processing of Applications for Investment Adviser

and Investment Adviser Representative Licensure

ARTICLE 2. DUTIES OF INVESTMENT ADVISERS AND 
INVESTMENT ADVISER REPRESENTATIVES

Article 2, consisting of Sections R14-6-201 thru R14-6-209,
adopted effective July 19, 1996 (Supp. 96-3).

Section
R14-6-201. Books and Records of Investment Advisors
R14-6-202. Supervision
R14-6-203. Dishonest and Unethical Practices
R14-6-204. Written Examination
R14-6-205. Information to be Furnished to Clients (“Brochure

Rule”)
R14-6-206. Custody of Client Funds or Securities by Investment

Advisors
R14-6-207. Suitability of Investment Advisory Services
R14-6-208. Advertisements by Investment Advisors or Invest-

ment Advisor Representatives
R14-6-209. Financial and Disciplinary Information that Invest-

ment Advisors Must Disclose to Clients

ARTICLE 1. GENERAL PROVISIONS RELATING TO THE 
ARIZONA INVESTMENT MANAGEMENT ACT

R14-6-101. Definitions
A. The definitions set forth in A.R.S. §§ 44-1801 and 44-3101

shall apply to the rules promulgated under A.R.S. Title 44,
Chapter 13.

B. The following definitions shall apply to all rules promulgated
under A.R.S. Title 44, Chapter 13, unless the context other-
wise requires:
1. “IM Act” means the Arizona Investment Management

Act, A.R.S. § 44-3101 et seq.
2. “Advertisement” means, except as set forth in subsec-

tions (d) and (e), any notice, circular, letter, or other writ-
ten, oral, or electronically-generated communication
addressed to or reasonably designed by the investment
adviser or investment adviser representative to be
accessed by more than 1 person, or any notice or other
announcement in any publication or by radio or televi-
sion, which directly or indirectly offers:

a. Any analysis, report, or publication concernin
securities, or which is to be used in making an
determination as to when to buy or sell any securi
or which security to buy or sell; or 

b. Any graph, chart, formula, or other device to be us
in making any determination as to when to buy o
sell any security, or which security to buy or sell; o

c. Any other investment advisory service with regar
to securities; or

d. A communication over a computer on-line servic
including, but not limited to, an electronic bulletin
board shall not be deemed to be an advertisem
when an investment adviser or an investment advi
representative is either: 
i. Engaged in a discussion regarding securiti

and does not receive compensation from a
person for the discussion; or

ii. Responds to unsolicited inquiries regarding th
provision of investment advisory services.

e. A communication by 1 or more investment advise
or investment adviser representatives shall not 
deemed to be an advertisement when the commu
cation is addressed solely to or is reasonab
designed to be accessed solely by other investm
advisers or investment adviser representatives.

3. “Certified public accountant” or “CPA” means an
accountant who has been registered or licensed to p
tice public accounting and is permitted to use the ti
“certified public accountant” and use the initials “CPA
after the accountant’s name.

4. “Chapter 13” means A.R.S. Title 44, Chapter 13.
5. “Commodity Exchange Act” means 7 U.S.C. 1 et seq.

(1988 & Supp. V 1993), which is incorporated by refe
ence, does not contain any later amendments or editio
and is on file in the Office of the Secretary of State. Co
ies of the Commodity Exchange Act are available fro
the Securities Division of the Corporation Commissio
and from the Superintendent of Documents, Governme
Printing Office, Washington, D.C. 20402.

6. “Division” means the Securities Division of the Corpora
tion Commission.

7. “Fixed fee basis” means an investment advisory f
which at any given time can be precisely established
dollar amount without regard to the investment perfo
mance or value of an account and which is not based
the purchase or sale of specific securities.

8. “Form ADV” means the Uniform Application for Invest-
ment Adviser Registration, 17 CFR 279.1 (1994) (For
amended at 59 FR 21657 (1994) and 59 FR 276
(1994)), which is incorporated by reference, does n
contain any later amendments or editions, and is on file
the Office of the Secretary of State. Copies of Form AD
are available from the Division and from the Superinte
September 30, 1998 Page 1 Supp. 98-3



Title 14, Ch.6 Arizona Administrative Code

Corporation Commission - Investment Management

n

ted
d at

es
m-
 5

nt
the
e
 is
th-
e
 of

e
e
e

ion
as

ion.
he
ial
er
 is

is-
ion
of

 do
-
te

he

tab-

er

2

 no

2

dent of Documents, Government Printing Office, Wash-
ington, D.C. 20402.

9. “Impersonal advisory services” means investment advi-
sory services provided solely:
a. By means of written material or oral statements that

do not purport to meet the objectives or needs of
specific individuals or accounts;

b. Through the issuance of statistical information con-
taining no expression of opinion as to the investment
merits of a particular security; or

c. Any combination of the foregoing services.
10. “NASAA” means the North American Securities Admin-

istrators Association, Inc. or any successor organization.
11. “NASD” means the National Association of Securities

Dealers, Inc. or any successor organization.
12. “Relative” means any relationship by blood, marriage, or

adoption, not more remote than 1st cousin.
13. “Rule 204-2” means United States Securities and

Exchange Commission Rule 204-2, 17 CFR 275.204.2
(1994), which is incorporated by reference, does not con-
tain any later amendments or editions, and is on file in the
Office of the Secretary of State. Copies of Rule 204-2 are
available from the Division and from the Superintendent
of Documents, Government Printing Office, Washington,
D.C. 20402.

14. “Rule 204-3” means United States Securities and
Exchange Commission Rule 204-3, 59 FR 21661 (1994)
(to be codified at 17 CFR 275.204.3), which is incorpo-
rated by reference, does not contain any later amend-
ments or editions, and is on file in the Office of the
Secretary of State. Copies of Rule 204-3 are available
from the Division and from the Superintendent of Docu-
ments, Government Printing Office, Washington, D.C.
20402.

15. “SEC” means United States Securities and Exchange
Commission.

16. “Securities Act” means the Securities Act of Arizona,
A.R.S. § 44-1801 et seq.

17. “Unincorporated organization” includes a limited liability
company for purposes of the definition of “person,” as
defined in A.R.S. § 44-1801(13).

Historical Note
Adopted effective July 19, 1996, under a court-ordered 
exemption as determined by the Arizona Corporation 

Commission (Supp. 96-3). Chapter 13 reference updated 
to reflect current style (Supp. 98-3).

R14-6-102. Scope
The following rules are adopted by the Commission under the
authority granted pursuant to A.R.S. Title 44, Chapter 13. All rules
shall be generally applicable to the administration of the IM Act but
the Commission may at any time abrogate or waive strict adherence
to any particular rule in any specific instance where the Commis-
sion may deem it advisable for the equitable administration of the
law. When not in conflict with these rules, the applicable provisions
of A.A.C. R14-3-101 through R14-3-113 also shall apply.

Historical Note
Adopted effective July 19, 1996, under a court-ordered 
exemption as determined by the Arizona Corporation 

Commission (Supp. 96-3). Section heading and Chapter 
13 reference updated to reflect current style (Supp. 98-3).

R14-6-103. Severability
The provisions of the rules promulgated under A.R.S. Title 44,
Chapter 13, are severable. If any provision of a rule is held to be

invalid, such invalidity shall not affect other provisions which ca
be given effect without the invalid provision.

Historical Note
Adopted effective July 19, 1996, under a court-ordered 
exemption as determined by the Arizona Corporation 

Commission (Supp. 96-3). Chapter 13 reference updated 
to reflect current style (Supp. 98-3).

R14-6-104. Enforcement of the Arizona Investment Manage-
ment Act
The rules relating to investigations and examinations conduc
pursuant to and orders issued under the IM Act are containe
A.A.C. R14-4-301 through R14-4-308.

Historical Note
Adopted effective July 19, 1996, under a court-ordered 
exemption as determined by the Arizona Corporation 

Commission (Supp. 96-3).

R14-6-105. Processing of Applications for Investment
Adviser and Investment Adviser Representative Licensure
A. For purposes of this Section, the term “application” includ

all documents, information and fees prescribed by the Co
mission under A.R.S. Title 44, Chapter 13, Articles 4 and
and the rules promulgated under those statutes.

B. Within 21 days after receipt of an application for investme
adviser or investment adviser representative licensure, 
Commission shall notify the applicant, in writing, that th
application is either complete or deficient. If the application
deficient, the notice shall specify all deficiencies. Unless o
erwise notified by the Commission, an application will b
deemed complete 21 days after receipt by the Commission
information in satisfaction of all deficiencies.

C. An applicant with a deficient application shall supply th
information in satisfaction of the deficiencies within the tim
permitted by A.R.S. § 44-3181. If the applicant fails to provid
the information, the Commission may abandon the applicat
under A.R.S. § 44-3181. An applicant whose application h
been abandoned may reapply by submitting a new applicat

D. Within 60 days after receipt of a complete application, t
Commission shall approve the application or initiate the den
process by filing a notice of an opportunity for a hearing und
R14-4-306. When a notice of an opportunity for a hearing
filed:
1. If the applicant does not request a hearing, the Comm

sion shall approve, deny or take other appropriate act
regarding the application within 70 days after service 
the notice.

2. If the applicant requests a hearing, the applicant shall
so within 10 days after receipt of the notice. The Com
mission shall approve, deny or take other appropria
action regarding the application within 210 days after t
applicant’s request is docketed with the Commission.

E. For purposes of A.R.S. § 41-1073, the Commission has es
lished the following time-frames:
1. When the Commission approves an application und

subsection (D):
a. Administrative completeness review time-frame:  4

days;
b. Substantive review time-frame:  60 days;
c. Overall time-frame:  102 days.

2. When the Commission initiates the denial process and
hearing is requested under subsection (D)(1):
a. Administrative completeness review time-frame:  4

days;
b. Substantive review time-frame:  130 days;
c. Overall time-frame:  172 days.
Supp. 98-3 Page 2 September 30, 1998
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3. When the Commission initiates the denial process and a
hearing is requested under subsection (D)(2):
a. Administrative completeness review time-frame:  42

days;
b. Substantive review time-frame:  280 days;
c. Overall time-frame:  322 days.

F. If an applicant requests, and is granted, an extension or contin-
uance, the appropriate time-frames shall be tolled from the
date of the request for the duration of the extension or continu-
ance.

G. When the period of time prescribed in this Section is less than
11 days, intermediate Saturdays, Sundays, and legal holidays
shall not be included in the computation. When the period of
time prescribed for a specific time-frame is 11 days or more,
intermediate Saturdays, Sundays, and legal holidays shall be
included in the computation.

H. The Commission shall renew a license under this Section upon
receipt by the Commission of the license fee, as required by
A.R.S. § 44-3181.

Historical Note
Adopted effective September 17, 1998 (Supp. 98-3). 
Chapter 13 reference updated to reflect current style 

(Supp. 98-3).

ARTICLE 2.  DUTIES OF INVESTMENT ADVISERS AND 
INVESTMENT ADVISER REPRESENTATIVES

R14-6-201. Books and Records of Investment Advisers
A. Each investment adviser shall make, maintain, and preserve

books and records in compliance with Rule 204-2. The invest-
ment adviser shall concurrently file with the Commission a
copy of any notices or written undertakings required to be filed
with the SEC under Rule 204-2.

B. To the extent that the SEC amends Rule 204-2, investment
advisers in compliance with Rule 204-2 as amended shall not
be deemed to be in violation of this Section and shall not be
subject to enforcement action by the Commission for violation
of this Section to the extent that the violation results solely
from the investment adviser’s compliance with the amended
Rule 204-2.

C. As of the effective date of this Section, each investment
adviser shall make, maintain, and preserve for at least 5 years
the following additional books and records:
1. A file containing each customer complaint received relat-

ing to advisory activities conducted by the investment
adviser, its investment advisory representatives, or its
employees, and all correspondence relating to such com-
plaint;

2. A file containing all advertisements used by the invest-
ment adviser or any investment adviser representative,
including any radio or television transcripts and adver-
tisements placed on computer or electronic bulletin
boards;

3. In each client file, all correspondence received or sent by
the investment adviser, any investment adviser represen-
tative, or any employee, that relates to any client account,
securities, or funds.

D. Books and records that are required to be maintained pursuant
to subsection (A) shall be available for inspection by the Com-
mission in accordance with the provisions of Rule 204-2.
Books and records that are required to be maintained pursuant
to subsection (C) shall be readily accessible and may be pre-
served in accordance with Rule 204-2(g).

Historical Note
Adopted effective July 19, 1996, under a court-ordered 
exemption as determined by the Arizona Corporation 

Commission (Supp. 96-3). 

R14-6-202. Supervision
For purposes of A.R.S. § 44-3201(A)(12), no investment advi
shall be deemed to have failed to reasonably supervise its inv
ment adviser representatives or employees if:

1. There have been established and maintained written p
cedures, and a system for applying such procedur
which would reasonably be expected to prevent a
detect, insofar as practicable, any violation by su
investment adviser representatives or employees of 
IM Act, or any rule adopted thereunder; and 

2. Such investment adviser has reasonably discharged
duties and obligations incumbent upon it by reason 
such procedures and system without reasonable caus
believe that such procedures and system were not be
complied with.

Historical Note
Adopted effective July 19, 1996, under a court-ordered 
exemption as determined by the Arizona Corporation 

Commission (Supp. 96-3). 

R14-6-203. Dishonest and Unethical Practices
“Dishonest and unethical practices”, with respect to investm
advisers and investment adviser representatives under A.R.S. §
3201(A)(13) shall include, but not be limited to, the following:

1. Refusing to allow or otherwise impeding designees of t
Commission from conducting an investigation or exam
nation under the IM Act or any rule adopted thereunder

2. Placing an order to purchase or sell a security for t
account of a client without authority to do so;

3. Placing an order to purchase or sell a security for t
account of a client upon instruction of a 3rd party witho
first obtaining a written 3rd-party trading authorizatio
from the client;

4. Exercising any discretionary power in placing an ord
for the purchase or sale of securities for a client witho
first obtaining written discretionary authority, unless th
discretionary power relates solely to the price at which,
the time when, an order involving a definite amount 
specified securities shall be executed, or both;

5. Inducing trading in a client’s account that is excessive
size or frequency in view of the financial resource
investment objectives, and character of the account;

6. Borrowing money or securities from a client or client
account unless the client is a dealer, an affiliate, or re
tive of the investment adviser or investment adviser re
resentative, or a financial institution or other entit
engaged in the business of loaning funds or securities;

7. Loaning money to a client unless the investment advi
or investment adviser representative is a financial insti
tion or other entity engaged in the business of loani
funds or the client is an affiliate or relative of the inves
ment adviser or investment adviser representative;

8. Misrepresenting to any client, or prospective client, t
qualifications of the investment adviser, the investme
adviser representative, or an employee, or misreprese
ing the nature of the investment advisory services be
offered or fees to be charged for such services, or om
ting to state a material fact necessary to make the st
ments made regarding qualifications, services, or fees
light of the circumstances under which they were mad
not misleading;
September 30, 1998 Page 3 Supp. 98-3
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9. Providing a report or recommendation to any client pre-
pared by someone other than the investment adviser or
investment adviser representative without disclosing that
fact. This prohibition does not apply to a situation where
the investment adviser or investment adviser representa-
tive uses published research reports or statistical analyses
to render investment advice or where the investment
adviser or investment adviser representative orders such a
report in the ordinary course of providing service;

10. Charging a client an investment advisory fee that is
unreasonable in light of the type of services to be pro-
vided, the experience and expertise of the investment
adviser or the investment adviser representative, the
sophistication and bargaining power of the client, and
whether the investment adviser has disclosed that lower
fees for comparable services may be available from other
sources;

11. Failing to disclose to a client in writing before entering
into or renewing an investment advisory agreement with
that client, or before any investment advice is rendered,
any material conflict of interest relating to the investment
adviser, the investment adviser representative, or an
employee which could reasonably be expected to impair
the rendering of unbiased and objective advice including,
but not limited to:
a. Compensation arrangements connected with invest-

ment advisory services to clients which are in addi-
tion to compensation from such clients for those
services; and

b. Charging a client an investment advisory fee for ren-
dering investment advice without disclosing that
compensation for executing securities transactions
pursuant to such investment advice will be received
by the investment adviser, the investment adviser
representative, or an employee;

12. Promising or guaranteeing a client that a gain, loss, or
other outcome will be achieved as a result of the invest-
ment advice;

13. Disclosing the identity, affairs, or investments of a client
to any 3rd party unless required by law to do so, or unless
consented to by the client;

14. With respect to any client initially retained after the effec-
tive date of this rule, entering into, extending, modifying,
or renewing any investment advisory contract except a
contract for impersonal advisory services unless such
contract is in writing and discloses all the material terms
of the contract including but not limited to the services to
be provided, the investment advisory fee or the formula
for computing the fee, the amount or the manner of calcu-
lation of the amount of the prepaid fee to be returned in
the event of contract termination or non-performance,
and of any grant of discretionary power to the investment
adviser;

15. With respect to any client initially retained after the effec-
tive date of this rule, entering into, extending, modifying,
or renewing any investment advisory contract without
disclosing, in writing to the client, any affirmative
answers to disciplinary questions numbered 11A and 11K
in Part I of the Form ADV;

16. Entering into, extending, modifying, or renewing any
investment advisory contract which allows the assign-
ment of such contract by the investment adviser without
the prior written consent of the client;

17. Committing any act that results in denial, revocation, or
suspension of a license or registration relating to securi-
ties by an agency of any state, where such denial, revoca-

tion or suspension arises out of any scheme, act, practice
or course of business that operates or would operate as a
fraud or deceit, or arises out of a violation of Article 13 of
the Securities Act or the rules promulgated thereunder;
and

18. For any investment adviser to, in any manner, request, or
require, in any contract, agreement, or otherwise, any
condition, stipulation, or provision binding on any person
to waive compliance with any provision of the IM Act or
the rules thereunder. Any such waiver shall be void.

Historical Note
Adopted effective July 19, 1996, under a court-ordered 
exemption as determined by the Arizona Corporation 

Commission (Supp. 96-3). 

R14-6-204. Written Examination
A. Prior to licensure, except as provided in subsection (B), each

investment adviser who is an individual and each investment
adviser representative, each of whom is hereafter referred to as
an “applicant,” must take and receive a score of at least 7
on:
1. The NASAA Series 65 Uniform Investment Advise

State Law Examination or Series 66 Combined State L
Examination; and

2. The NASD Series 7 General Securities Registered Rep
sentative Examination or Series 2 General Securit
Representative (Non-member) Examination.

B. The examinations described in subsection (A)(2) shall not
required of an applicant who has completed and maintains 1
the following credentials: 
1. Certified Financial Planner (CFP) designation award

by the Certified Financial Planner Board of Standard
Inc.; 

2. Chartered Financial Analyst (CFA) designation award
by the Institute of Chartered Financial Analysts; 

3. Chartered Financial Consultant (ChFC) designati
awarded by the American College, Bryn Mawr, Pennsy
vania;

4. Chartered Investment Counselor (CIC) designati
awarded by the Investment Counsel Association 
America, Inc.; or

5. Personal Financial Specialist (PFS) designation award
by the American Institute of Certified Public Accoun
tants.

C. In the event that the NASAA or NASD Series examinatio
numbers change, the most current examination series dee
applicable by the Commission to the category of licensu
shall apply.

D. In the event that the title changes for any of the credent
designated in subsection (B), the title deemed applicable
the Commission shall apply.

Historical Note
Adopted effective July 19, 1996, under a court-ordered 
exemption as determined by the Arizona Corporation 

Commission (Supp. 96-3). 

R14-6-205. Information to be Furnished to Clients (“Bro-
chure Rule”)
A. Each investment adviser shall comply with the provisions of

Rule 204-3.
B. To the extent that the SEC amends Rule 204-3, investment

advisers in compliance with Rule 204-3 as amended shall not
be deemed to be in violation of this Section and shall not be
subject to enforcement action by the Commission for violation
of this Section to the extent that the violation results solely
Supp. 98-3 Page 4 September 30, 1998
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from the investment adviser’s compliance with the amended
Rule 204-3.

Historical Note
Adopted effective July 19, 1996, under a court-ordered 
exemption as determined by the Arizona Corporation 

Commission (Supp. 96-3). 

R14-6-206. Custody of Client Funds or Securities by Invest-
ment Advisers
It shall constitute a fraudulent practice within the meaning of
A.R.S. § 44-3241(A)(4) for any investment adviser to take or have
custody of any securities or funds of any client unless:

1. The investment adviser notifies the Commission in writ-
ing that the investment adviser has or may have custody
of client funds or securities. Such notification may be
given on Form ADV;

2. The securities of each client are segregated, marked to
identify the particular client having the beneficial interest
therein, and held in safekeeping in some place reasonably
free from risk of destruction or other loss;

3. All client funds are deposited in 1 or more bank or similar
accounts containing only clients’ funds, such accounts
are maintained in the name of the investment adviser as
agent or trustee for such clients, and the investment
adviser maintains a separate record for each such account
showing the name and address of the bank or similar
institution where the account is maintained, the dates and
amounts of deposits into and withdrawals from the
account, and the exact amount of each client’s beneficial
interest in the account;

4. Immediately after accepting custody or possession of
funds or securities from any client, the investment adviser
notifies the client in writing of the place where and the
manner in which the funds and securities will be main-
tained and, subsequently, if and when there is a change in
the place where or the manner in which the funds or secu-
rities are maintained, the investment adviser gives prompt
(but in no event more than 10 business days) written
notice thereof to the client;

5. At least once every 3 months, the investment adviser
sends each client an itemized statement showing the cli-
ent’s funds and securities in the investment adviser’s cus-
tody at the end of such period and all debits, credits, and
transactions in the client’s account during such period;
and

6. At least once every calendar year, an independent CPA or
public accountant verifies all client funds and securities
by actual examination at a time chosen by the indepen-
dent CPA or public accountant without prior notice to the
investment adviser. The independent CPA’s or public
accountant’s report stating that such CPA or public
accountant has made an examination of such funds and
securities, and describing the nature and extent of the
examination, shall be filed with the Commission
promptly (but in no event more than 30 days) after each
such examination.

Historical Note
Adopted effective July 19, 1996, under a court-ordered 
exemption as determined by the Arizona Corporation 

Commission (Supp. 96-3). 

R14-6-207. Suitability of Investment Advisory Services
It shall constitute a fraudulent practice within the meaning of
A.R.S. § 44-3241(A)(4) for any person providing investment advi-
sory services to provide investment advisory services to any client,

other than in connection with impersonal advisory services, unl
the person:

1. Before providing any investment advisory services, a
as appropriate thereafter, makes a reasonable inquiry
the client as to the financial situation, investment expe
ence, and investment objectives of the client; and

2. Reasonably determines that the investment advisory 
vices are suitable for the client based upon the inform
tion obtained from the client in accordance wit
subsection (1) above.

Historical Note
Adopted effective July 19, 1996, under a court-ordered 
exemption as determined by the Arizona Corporation 

Commission (Supp. 96-3). 

R14-6-208. Advertisements by Investment Advisers or
Investment Adviser Representatives
A. It shall constitute a fraudulent practice within the meaning 

A.R.S. § 44-3241(A)(4) for any investment adviser or inves
ment adviser representative, directly or indirectly, to use a
advertisement:
1. Which refers, directly or indirectly, to any testimonial o

any kind concerning the investment adviser or investme
adviser representative or concerning any advice, analy
report, or other service rendered by such investme
adviser; or

2. Which refers, directly or indirectly, to past specific rec
ommendations of such investment adviser or investm
adviser representative which were or would have be
profitable to any person; provided, however, that th
shall not prohibit an advertisement which sets out 
offers to furnish a list of all recommendations made b
such investment adviser or investment adviser represe
tive within the immediately preceding period of not les
than 1 year if such advertisement, and such list if it is fu
nished separately:
a. States the name of each such security recommend

the date and nature of each such recommendat
(for example, whether to buy, sell, or hold), the ma
ket price at that time, the price at which the recom
mendation was to be acted upon, and the mar
price of each such security as of the most rece
practicable date; and 

b. Contains the following cautionary legend on the 1
page thereof in print or type as large as the larg
print or type used in the body or text thereof: “I
should not be assumed that recommendations m
in the future will be profitable or will equal the per
formance of the securities in this list;” or

3. Which represents, directly or indirectly, that any grap
chart, formula, or other device being offered can in and
itself be used to determine which securities to buy or se
or when to buy or sell them; or which represents, direc
or indirectly, that any graph, chart, formula, or othe
device being offered will assist any person in making h
or her own decisions as to which securities to buy or s
or when to buy or sell them, without prominently disclos
ing in such advertisement the limitations thereof and t
difficulties with respect to its use; or

4. Which contains any statement to the effect that a
report, analysis, or other service will be furnished free 
without charge, unless such report, analysis or other s
vice actually is or will be furnished entirely free and with
out any condition or obligation, directly or indirectly; or

5. Which states that the Commission has approved a
advertisement. 
September 30, 1998 Page 5 Supp. 98-3



Title 14, Ch.6 Arizona Administrative Code

Corporation Commission - Investment Management

is-

n

ee
n
-

nd
ral
go-
e

ted
r
n

g,
n,
on
se

n

ted
r
f

by
m
-

n-
e

B)
an
re,

ter-
o
nt
 5

ch
, the
inal
hich
or

st-
B);
st-
the
eral
on
it-
ed,
lo-
B. When requested by the Commission, any advertisement used
directly or indirectly in connection with the provision of
investment advisory services shall be filed with the Commis-
sion at least 10 business days prior to its proposed use.

C. Any advertisement that has been requested by the Commission
pursuant to the provisions of subsection (B) but that has not
been filed with the Commission shall not be used.

Historical Note
Adopted effective July 19, 1996, under a court-ordered 
exemption as determined by the Arizona Corporation 

Commission (Supp. 96-3). 

R14-6-209. Financial and Disciplinary Information that
Investment Advisers Must Disclose to Clients
A. The following definitions shall apply to this Section:

1. “Investment-related” means pertaining to securities, com-
modities, banking, insurance, or real estate (including,
but not limited to, acting as or being associated with a
broker-dealer, investment company, investment adviser,
government securities broker or dealer, municipal securi-
ties dealer, bank, savings and loan association, entity, or
person required to be registered under the Commodity
Exchange Act, or fiduciary).

2. “Involved” means acting or aiding, abetting, causing,
counseling, commanding, inducing, conspiring with, or
failing reasonably to supervise another in doing an act.

3. “Management person” means a person with power to
exercise, directly or indirectly, a controlling influence
over the management or policies of an investment adviser
which is a company or to determine the general invest-
ment advice given to clients. 

4. “Self-regulatory Organization” or “SRO” means any
national securities or commodities exchange, registered
association, or registered clearing agency.

B. It shall constitute a fraudulent practice within the meaning of
A.R.S. § 44-3241(A)(4) for any investment adviser to fail to
disclose to any client or prospective client all material facts
with respect to:
1. A financial condition of the investment adviser that is

reasonably likely to impair the ability of the investment
adviser to meet contractual commitments to clients, if the
investment adviser has discretionary authority (express or
implied) or custody over such client’s funds or securities,
or requires prepayment of advisory fees of more than
$500 from such client, 6 months or more in advance; or

2. A legal or disciplinary event that is material to an evalua-
tion of the investment adviser’s integrity or ability to
meet contractual commitments to clients. 

C. It shall constitute a rebuttable presumption that the following
legal or disciplinary events involving the investment adviser or
a management person of the investment adviser (any of the
foregoing being referred to hereafter as a “person”) that were
not resolved in the person’s favor or subsequently reversed,
suspended, or vacated are material within the meaning of sub-
section (B)(2) for a period of 10 years from the time of the
event. No affirmative or negative presumption of materiality
shall be created under subsection (B)(2) for events not specifi-
cally set forth in this subsection. 
1. A criminal or civil action in a court of competent jurisdic-

tion in which the person:
a. Was convicted, pleaded guilty or nolo contendere

(“no contest”) to a felony or misdemeanor, or is the
named subject of a pending criminal proceeding
(any of the foregoing referred to hereafter as
“action”), and such action involved: an investment-

related business; fraud, false statements, or om
sions; wrongful taking of property; or bribery, forg-
ery, counterfeiting, or extortion;

b. Was found to have been involved in a violation of a
investment-related statute or rule; or

c. Was the subject of any order, judgment, or decr
permanently or temporarily enjoining the perso
from, or otherwise limiting the person from, engag
ing in any investment-related activity.

2. Administrative proceeding before the Securities a
Exchange Commission, the Commission, or any fede
regulatory agency or any state agency (any of the fore
ing being referred to hereafter as “agency”) in which th
person:
a. Was found to have caused an investment-rela

business to lose its authorization to do business; o
b. Was found to have been involved in a violation of a

investment-related statute or rule, and was the sub-
ject of an order by the agency denying, suspendin
or revoking the authorization of the person to act i
or barring or suspending the person’s associati
with, an investment-related business; or otherwi
significantly limiting the person’s investment-
related activities.

3. Self-regulatory Organization (“SRO”) proceedings i
which the person:
a. Was found to have caused an investment-rela

business to lose its authorization to do business; o
b. Was found to have been involved in a violation o

the SRO’s rules and was the subject of an order 
the SRO barring or suspending the person fro
membership or from association with other mem
bers, or expelling the person from membership; fi
ing the person more than $2,500; or otherwis
significantly limiting the person’s investment-
related activities.

D. The information required to be disclosed by subsection (
shall be disclosed to clients promptly but in no event later th
30 days after the occurrence of the event requiring disclosu
and to prospective clients not less that 48 hours prior to en
ing into any written or oral investment advisory contract, or n
later than the time of entering into such contract if the clie
has the right to terminate the contract without penalty within
business days after entering into the contract.

E. For purposes of calculating the 10-year period during whi
events are presumed to be material under subsection (C)
date of the reportable event shall be the date on which the f
order, judgment, or decree was entered, or the date on w
any rights of appeal from preliminary orders, judgments, 
decrees lapsed.

F. Compliance with subsection (C) shall not relieve any inve
ment adviser from the disclosure obligations of subsection (
compliance with subsection (B) shall not relieve any inve
ment adviser from any other disclosure requirement under 
Act, the rules thereunder, or under any other state or fed
law. Note: Investment advisers may disclose this informati
to clients and prospective clients in their “brochure,” the wr
ten disclosure statement to clients under R14-6-205, provid
that the delivery of the brochure satisfies the timing of disc
sure requirements described in subsection (D).

Historical Note
Adopted effective July 19, 1996, under a court-ordered 
exemption as determined by the Arizona Corporation 

Commission (Supp. 96-3). 
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	B. SPECIAL INSTRUCTIONS: If there has been a change in any of the preceding information, please i...
	C. * CAPITALIZATION: Aggregate number of shares itemized as follows: * NOT REQUIRED FOR NON-PROFI...
	NUMBER AUTHORIZED CLASS SERIES PAR VALUE
	NUMBER AUTHORIZED CLASS SERIES PAR VALUE
	D. BRIEF STATEMENT OF THE CHARACTER OF BUSINESS IN WHICH THE CORPORATION IS ACTUALLY ENGAGED IN A...
	1.
	(LIST MUST BE COMPLETE - USE ADDITIONAL SHEET IF NECESSARY)



	President Director
	Name _______________________________________________ Name _______________________________________...
	Street Address _______________________________________ Street Address ___________________________...
	P.O. Box ____________________________________________ P.O. Box __________________________________...
	City, State Zip Code ___________________________________ City, State Zip Code ___________________...
	Date of taking this office: MO. ______ DAY ______ YR. ______ Date of taking this office: MO. ____...
	Vice-President Director
	Name _______________________________________________ Name _______________________________________...
	Street Address _______________________________________ Street Address ___________________________...
	P.O. Box ____________________________________________ P.O. Box __________________________________...
	City, State Zip Code ___________________________________ City, State Zip Code ___________________...
	Date of taking this office: MO. ______ DAY ______ YR. ______ Date of taking this office: MO. ____...
	Secretary Director
	Name _______________________________________________ Name _______________________________________...
	Street Address _______________________________________ Street Address ___________________________...
	P.O. Box ____________________________________________ P.O. Box __________________________________...
	City, State Zip Code ___________________________________ City, State Zip Code ___________________...
	Date of taking this office: MO. ______ DAY ______ YR. ______ Date of taking this office: MO. ____...
	Treasurer Director
	Name _______________________________________________ Name _______________________________________...
	Street Address _______________________________________ Street Address ___________________________...
	P.O. Box ____________________________________________ P.O. Box __________________________________...
	City, State Zip Code ___________________________________ City, State Zip Code ___________________...
	Date of taking this office: MO. ______ DAY ______ YR. ______ Date of taking this office: MO. ____...
	Other Executive Officer (title) _________________________ Director
	Name _______________________________________________ Name _______________________________________...
	Street Address _______________________________________ Street Address ___________________________...
	P.O. Box ____________________________________________ P.O. Box __________________________________...
	City, State Zip Code ___________________________________ City, State Zip Code ___________________...
	Date of taking this office: MO. ______ DAY ______ YR. ______ Date of taking this office: MO. ____...
	Other Executive Officer (title) _________________________ Director
	Name _______________________________________________ Name _______________________________________...
	Street Address _______________________________________ Street Address ___________________________...
	P.O. Box ____________________________________________ P.O. Box __________________________________...
	City, State Zip Code ___________________________________ City, State Zip Code ___________________...
	Date of taking this office: MO. ______ DAY ______ YR. ______ Date of taking this office: MO. ____...
	Other Executive Officer (title) _________________________ Director
	Name _______________________________________________ Name _______________________________________...
	Street Address _______________________________________ Street Address ___________________________...
	P.O. Box ____________________________________________ P.O. Box __________________________________...
	City, State Zip Code ___________________________________ City, State Zip Code ___________________...
	Date of taking this office: MO. ______ DAY ______ YR. ______ Date of taking this office: MO. ____...
	Other Executive Officer (title) _________________________ Director
	Name _______________________________________________ Name _______________________________________...
	Street Address _______________________________________ Street Address ___________________________...
	P.O. Box ____________________________________________ P.O. Box __________________________________...
	City, State Zip Code ___________________________________ City, State Zip Code ___________________...
	Date of taking this office: MO. ______ DAY ______ YR. ______ Date of taking this office: MO. ____...
	2.
	G. STATEMENT OF FINANCIAL CONDITION
	BALANCE SHEET
	YOU MAY SUBSTITUTE FOR THIS BALANCE SHEET AN EXACT COPY OF THE FINANCIAL REPORT TO SHAREHOLDERS A...

	ASSETS AMOUNT TOTAL
	Cash ........................................................................................ ---...
	Trade notes and accounts receivable ................................. --------------------
	(a) Less allowance for bad debts ...................................... -------------------- ----...
	Inventories ........................................................................... ---------...
	Gov't obligations: (a) U.S. and instrumentalities ............. --------------------
	(b) State, subdivisions thereof, etc. ................................... -------------------- --...
	Other current assets ............................................................. --------------...
	Loans to shareholders .......................................................... ----------------...
	Mortgage and Real Estate loans .......................................... --------------------
	Other investments ................................................................. -------------...
	Buildings and other fixed depreciable asset .................... -------------------- -----------...
	(a) Less accumulated depreciation .................................... -------------------- -----...
	Depletable assets .................................................................. ------------...
	(a) Less accumulated depreciation ................................... -------------------- ------...
	Land (net of any amortization) ............................................ --------------------
	Intangible assets (amortizable only) .................................. --------------------
	(a) Less accumulated amortization .................................... -------------------- -----...
	Other assets ........................................................................... --------...
	Total assets ........................................ --------------------
	--------------------
	LIABILITIES AND CAPITAL
	Accounts payable --------------------
	Mtges., notes, bonds payable in less than 1 yr. .............. --------------------
	Other current liabilities .......................................................... ------------...
	Loans from shareholders .................................................... --------------------
	Mtges., notes, bonds payable in 1 yr. or more ................... --------------------
	Other liabilities ...................................................................... --------...
	Total assets............ --------------------
	Capital stock: (a) Preferred stock ...... --------------------
	(b) Common stock....... --------------------
	Paid-in-or capital surplus .................................................... --------------------
	Retained earnings - Appropriated ....................................... --------------------
	Retained earnings - Unappropriated ................................. --------------------
	Less cost of treasury stock ................................................ --------------------
	Total capital...... --------------------
	Total liabilities
	and Capital.... --------------------
	--------------------
	3.

	H. SHAREHOLDERS: DIRECTIONS: Fill in names of shareholders of record holding more than 20% of any...
	Shareholder
	Name
	Shareholder
	Name

	Shareholder
	Name
	Shareholder
	Name
	Shareholder
	Name

	Shareholder
	Name
	I. ALL CORPORATE TAX RETURNS REQUIRED BY TITLE 43 HAVE BEEN FILED WITH THE ARIZONA DEPARTMENT OF ...
	Under penalties of law, I declare that I have examined this report, including any attachments, an...
	correct and complete. (MUST BE SIGNED BY PRESIDENT, VICE PRESIDENT, SECRETARY, ASSISTANT SECRETAR...
	BY: X BY: X
	TITLE: TITLE:
	(Date of Signing)
	NOTE:
	If you are unable to file this Annual Report on or before the date which appears on page 1 of thi...
	J. CERTIFICATE OF DISCLOSURE
	A.R.S. 10-128 CHECK BOX “A” OR “B” WHICHEVER IS APPROPRIATE
	THE UNDERSIGNED CERTIFY THAT
	A.
	No person serving either by election or appointment as officers, directors, trustees, incorporato...
	1. Have been convicted of a felony involving a transaction in securities, consumer fraud or antit...
	2. Have been convicted of a felony, the essential elements of which consisted of fraud, misrepres...
	3. Have been or are subject to an injunction, judgment, decree or permanent order of any state or...
	(a) Involved the violation of fraud or registration provisions of the securities laws of that jur...
	(b) Involved the violation of the consumer fraud laws of that jurisdiction; or
	(c) Involved the violation of the antitrust or restraint laws of trade laws of that jurisdiction.
	B.
	The following persons serving either by election or appointment as officers, directors, trustees,...

	I. NAME(S)
	DATED: EXACT CORPORATE NAME:
	Under penalties of law, I declare that I have examined this certificate, including any attachment...
	TITLE: _________________________________________________ TITLE: _________________________________...
	NOTE: Date of signing __________________________________________
	Before returning to the Commission, please make sure that you have signed part I AND part J of th...
	4.
	Historical Note
	Former General Order I-3 not in original publication, correction (Supp. 75-1). Former Section R14...
	R14-1-103. Licensing Time-frames


	Historical Note
	New Section adopted by final rulemaking at 5 A.A.R. 1019, effective March 18, 1999 (Supp. 99-1).

	ARTICLE 2. CORPORATE NAMES
	R14-1-201. Corporate name
	Historical Note
	Adopted effective June 21, 1982 (Supp. 82-3).
	R14-1-202. False implication of government affiliation


	Historical Note
	Adopted effective June 21, 1982 (Supp. 82-3).
	R14-1-203. Characters of print acceptable -- names


	Historical Note
	Adopted effective June 21, 1982 (Supp. 82-3).
	R14-1-204. Existing corporate name -- defined


	Historical Note
	Adopted effective June 21, 1982 (Supp. 82-3).
	R14-1-205. Written comparison of names


	Historical Note
	Adopted effective June 21, 1982 (Supp. 82-3).
	R14-1-206. Categories of name similarity


	Historical Note
	Adopted effective June 21, 1982 (Supp. 82-3).
	R14-1-207. “Same” -- defined


	Historical Note
	Adopted effective June 21, 1982 (Supp. 82-3).
	R14-1-208. “Same” name not acceptable


	Historical Note
	Adopted effective June 21, 1982 (Supp. 82-3).
	R14-1-209. “Deceptively similar” -- defined


	Historical Note
	Adopted effective June 21, 1982 (Supp. 82-3).
	R14-1-210. “Deceptively similar” name not acceptable


	Historical Note
	Adopted effective June 21, 1982 (Supp. 82-3).
	R14-1-211. “Similar requiring letter of consent” -- defined


	Historical Note
	Adopted effective June 21, 1982 (Supp. 82-3).
	R14-1-212. “Similar requiring letter of consent” acceptable with consent


	Historical Note
	Adopted effective June 21, 1982 (Supp. 82-3).
	R14-1-213. Form of consent


	Historical Note
	Adopted effective June 21, 1982 (Supp. 82-3).
	R14-1-214. “Similar not requiring letter of consent” -- defined


	Historical Note
	Adopted effective June 21, 1982 (Supp. 82-3).
	R14-1-215. A name “similar not requiring letter of consent” is acceptable


	Historical Note
	Adopted effective June 21, 1982 (Supp. 82-3).
	R14-1-216. “Not similar” -- defined


	Historical Note
	Adopted effective June 21, 1982 (Supp. 82-3).
	R14-1-217. “Not similar” -- acceptable


	Historical Note
	Adopted effective June 21, 1982 (Supp. 82-3).
	R14-1-218. Alphabet names


	Historical Note
	Adopted effective June 21, 1982 (Supp. 82-3).
	R14-1-219. Surnames -- a surname is considered to be a “word”


	Historical Note
	Adopted effective June 21, 1982 (Supp. 82-3).
	R14-1-220. Exception for churches


	Historical Note
	Adopted effective June 21, 1982 (Supp. 82-3).
	R14-1-221. Matters not considered in determining name availability


	Historical Note
	Adopted effective June 21, 1982 (Supp. 82-3).
	R14-1-222. Final determination


	Historical Note
	Adopted effective June 21, 1982 (Supp. 82-3).




	TITLE 14. PUBLIC SERVICE CORPORATIONS; CORPORATIONS AND ASSOCIATIONS; SECURITIES REGULATION
	CHAPTER 2. CORPORATION COMMISSION FIXED UTILITIES
	(Authority: Article XV, § 3, Constitution of Arizona and A.R.S. § 40-202 et seq.)
	The Corporation Commission has determined that rules in this Chapter are exempt from the Attorney...
	Chapter 2 consisting of Sections R14-2-104, R14-2-105, R14-2-201 through R14-2-213, R14-2-301 thr...
	ARTICLE 1. GENERAL PROVISIONS
	ARTICLE 2. ELECTRIC UTILITIES
	ARTICLE 3. GAS UTILITIES
	ARTICLE 4. WATER UTILITIES
	ARTICLE 5. TELEPHONE UTILITIES
	ARTICLE 6. SEWER UTILITIES
	ARTICLE 7. RESOURCE PLANNING
	ARTICLE 8. PUBLIC UTILITY HOLDING COMPANIES AND AFFILIATED INTERESTS
	ARTICLE 9. CUSTOMER-OWNED PAY TELEPHONES
	ARTICLE 10. ALTERNATIVE OPERATOR SERVICES
	ARTICLE 11. COMPETITIVE TELECOMMUNICATIONS SERVICES
	ARTICLE 12. ARIZONA UNIVERSAL SERVICE FUND
	ARTICLE 13. TELECOMMUNICATIONS INTERCONNECTION AND UNBUNDLING
	ARTICLE 14. EMERGENCY EXPIRED
	ARTICLE 15. ARBITRATION AND MEDIATION
	ARTICLE 16. RETAIL ELECTRIC COMPETITION
	ARTICLE 1. GENERAL PROVISIONS
	R14-2-101. Accident reports

	Historical Note
	Former Section R14-2-101 repealed, former Section R14- 2-103 renumbered as Section R14-2-101 with...
	R14-2-102. Treatment of depreciation


	Historical Note
	Former Section R14-2-102 repealed, former Section R14- 2-127 renumbered as Section R14-2-102 with...
	R14-2-103. Defining Filing Requirements in Support of a Request by a Public Service Corporation D...

	All classes
	A-1
	All classes
	A-2
	Classes A & B
	A-3
	All classes
	A-4
	Classes A & B
	A-5
	All classes
	B-1
	All classes
	B-2
	All classes
	B-3
	All classes
	B-4
	All classes
	B-5
	All classes
	C-1
	All classes
	C-2
	All classes
	C-3
	All classes
	D-1
	Classes A & B
	D-2
	Classes A & B
	D-3
	Classes A & B
	D-4
	All classes
	E-1
	All classes
	E-2
	Classes A & B
	E-3
	Classes A & B
	E-4
	All classes
	E-5
	All classes of combination utilities
	E-6
	All classes
	E-7
	All classes except Class D
	E-8
	All classes
	E-9
	All classes
	F-1
	Classes A & B
	F-1
	Classes A & B 3 years Classes C & D 1 year
	F-3
	All classes
	F-4
	Classes A, B and C
	if applicable
	G-1
	G-2
	Classes A, B and C if applicable
	G-3 G-4
	G-5
	G-6
	Classes A, B and C
	if applicable
	G-7
	All classes
	H-1
	Classes A & B
	H-2
	Class A
	representative schedules;
	Classes B, C and D -
	all schedules
	H-3
	All classes
	H-4
	All classes
	H-5





	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	RATE APPLICATION FILING REQUIREMENTS
	APPENDIX
	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	APPENDIX
	INDEX OF SCHEDULES
	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	APPENDIX
	INDEX OF SCHEDULES
	(Continued)
	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	APPENDIX A.
	SUMMARY SCHEDULES
	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	APPENDIX
	ILLUSTRATIVE SCHEDULE FORMAT
	Original Cost RCND
	1. Adjusted Rate Base $ _____________ (a) $ ______________ (a)
	2. Adjusted Operating Income $ _____________ (b) $ ______________ (b)
	3. Current Rate of Return _______________ % ________________ %
	4. Required Operating Income $ ______________ $ ______________
	5. Required Rate of Return _______________ % ________________ %
	6. Operating Income Deficiency (4 - 2) $______________
	7. Gross Revenue Conversion Factor _____________(c)
	8. Increase in Gross Revenue Requirements (6 x 7) $______________
	Customer Classification Projected Revenue Increase Due to Rates % Dollar Increase
	Residential $ %
	(d)
	_______________ ______________
	$______________ ______________ %
	Note: For combination utilities, the above information should be presented in total and by depart...
	Supporting Schedules:
	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	APPENDIX
	ILLUSTRATIVE SCHEDULE FORMAT

	Projected Year
	Prior Years Test Year Present Proposed
	Y/E __ Y/E __ Actual Adjusted Rates Rates
	Description (a) (a) (a) (b) (c) (c)
	1. Gross Revenues
	2. Revenue Deductions &
	Operating Expenses ______ ______ ______ ______ ______ ______
	3. Operating Income $_____ $_____ $_____ $_____ $_____ $_____
	4. Other Income and Deductions
	5. Interest Expense ______ ______ ______ ______ ______ ______
	6. Net Income $_____ $_____ $_____ $_____ $_____ $_____
	7. Earned Per Average Common
	Share*
	8. Dividends Per Common Share*
	9. Payout Ratio*
	10. Return on Average Invested
	Capital
	11. Return on Year End Capital
	12. Return on Average Common
	Equity
	13. Return on Year End Common
	Equity
	14. Times Bond Interest Earned -
	Before Income Taxes
	15. Times Total Interest and
	Preferred Dividends Earned -
	After Income Taxes
	Supporting Schedules: *Optional for projected year
	(a) E-2
	(b) C-1
	(c) F-1
	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	APPENDIX
	ILLUSTRATIVE SCHEDULE FORMAT

	Prior Years Test Year Projected Year
	Description At (a) At (a) At (a) At (c)
	1. Short-Term Debt
	2. Long-Term Debt
	3. TOTAL DEBT $______ $______ $_______ $_______
	4. Preferred Stock
	5. Common Equity _______ _______ ________ ________
	6. Total Capital $______ $______ $_______ $_______
	Capitalization Ratios:
	7. Short-Term Debt
	8. Long-Term Debt
	9. TOTAL DEBT ______% ______% _______% _______%
	10. Preferred Stock
	11. Common Equity _______ _______ ________ ________
	100% 100% 100% 100%
	12. Weighted Cost of Short-
	Term Debt _______% _______% _______% _______%
	13. Weighted Cost of long-
	Term Debt _______% _______% _______% _______%
	14. Weighted Cost of Senior
	Capitol _______% _______% _______% _______%
	Supporting Schedules:
	(a) E-1
	(b) D-1
	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	APPENDIX
	ILLUSTRATIVE SCHEDULE FORMAT

	Construction Net Plant Placed Gross Utility
	Expenditures In Service Plant In Service
	Year (a) (b)
	1. 19 ____ $ $ $
	2. 19 ____
	3. Test Year
	4. Projected Year
	5. Projected *
	6. Projected *
	* Required only for Class A and B Utilities
	NOTE: For combination utilities, above information should be presented in total and by department.
	Supporting Schedules:
	(a) F-3
	(b) E-5
	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	APPENDIX
	ILLUSTRATIVE SCHEDULE FORMAT

	Test Projected
	Year Present Proposed
	Prior Years (a) (a) Rates Rates
	Description Y/E ______ Y/E ______ Y/E ______ (b) (b)
	Sources of Funds:
	1. Operations $ $ $ $ $
	2. Outside Financing _________ _________ _________ _______ ________
	3. Total Funds Provided $________ $________ $________ $_______ $_______
	Application of Funds:
	4. Construction Expenditures $________ $________ $________ $_______ $_______
	5. Other _________ _________ _________ _______ ________
	6. Total Funds Applied $________ $________ $________ $_______ $_______
	Supporting Schedules:
	(a) E-3
	(b) F-2

	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	APPENDIX B
	RATE BASE SCHEDULES
	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	APPENDIX
	ILLUSTRATIVE SCHEDULE FORMAT
	Base Elements
	Original Cost RCND
	Rate Rate
	Base* Base*
	1. Gross Utility Plant in Service $ $
	2. Less: Accumulated Depreciation ___________ ___________
	3. Net Utility Plant in Service $ (a) $ (b)
	Less:
	4. Customers’ Advances for Construction (c) (c)
	5. Contributions in Aid of Construction __________ (c) __________ (c)
	Add:
	6. Allowance for Working Capital (d) (d)
	__________ __________
	7. Total Rate Base $ _________ (e) $ _________ (e)
	* Including pro forma adjustments __________ __________
	Note: For combination utilities, above information should be presented in total and by department.
	Supporting Schedules: Recap Schedules:
	(a) B-2 (d) B-5 (e) A-1
	(b) B-3
	(c) E-1
	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	APPENDIX
	ILLUSTRATIVE SCHEDULE FORMAT

	Actual Adjusted
	at End of at End of
	Test Year Pro forma Adjustments Test Year
	(a) A B Z (b)
	1. Gross Utility Plant in Service $ $ $ $ $
	2. Less: Accumulated Depreciation _______ ______ ______ ______ _______
	3. Net Utility Plant in Service $ ______ $ ______ $ ______ $______ $ ______
	All pro forma adjustments should be adequately explained on this schedule or on attachments hereto.
	Note: For combination utilities, above information should be presented in total and by department.
	Supporting Schedules: Recap Schedules:
	(a) E-1 (b) B-1
	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	APPENDIX
	ILLUSTRATIVE SCHEDULE FORMAT

	Actual Adjusted
	at End of at End of
	Test Year Pro forma Adjustments Test Year
	(a) A B Z (b)
	1. Gross Utility Plant in Service $ $ $ $ $
	2. Less: Accumulated Depreciation _______ _______ _______ _______ _______
	3. Net Utility Plant in Service $ ______ $ ______ $ ______ $ ______ $ ______
	All pro forma adjustments should be adequately explained on this schedule or on attachments hereto.
	Note: For combination utilities, above information should be presented in total and by department.
	Supporting Schedules: Recap Schedules:
	(a) B-4 (b) B-1
	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	APPENDIX
	ILLUSTRATIVE SCHEDULE FORMAT

	Plant Condition
	Account Description RCN Percent RCND
	_______ _______ _______
	Total (a) _______ _______ _______
	Note: For combination utilities, above information should be presented in total and by department.
	Supporting Schedules: Recap Schedules:
	RCND Study a) B-3
	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	APPENDIX
	ILLUSTRATIVE SCHEDULE FORMAT

	Amount
	1. Cash working capital $
	2. Materials and Supplies Inventories (a)
	3. Prepayments _______ (a)
	4. Total Working Capital Allowance $ ______ (b)
	NOTES:
	1. Adequate detail should be provided to determine the bases for the above computations.
	2. Adjusted test year operating expenses should be used in computing cash working capital require...
	3. Combination utilities should compute working capital allowances for each department.
	Supporting Schedules: Recap Schedules:
	(a) E-1 b) B-1



	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	APPENDIX C.
	TEST YEAR INCOME STATEMENTS
	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	APPENDIX
	ILLUSTRATIVE SCHEDULE FORMAT
	(a) Test Year
	Actual Results
	For The After
	Test Year Pro forma Pro forma
	Description Ended Adjustments Adjustments
	Revenues: $ $ $
	Expenses:
	Operating Income _________ ________ _ ________
	$ _______ $ _______ $ _______ (c)
	Net Income _________ _________ ________
	$ _______ $ _______ $ _______
	Note: For combination utilities, above information should be presented in total and by department.
	Supporting Schedules: Recap Schedules:
	(a) E-2 (c) A-1
	(b) C-2
	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	APPENDIX
	ILLUSTRATIVE SCHEDULE FORMAT

	Total (a)
	Description A B Z Adjustments
	Revenues: $ $ $ $
	Expenses:
	Operating Income
	Net Income
	Note: All pro forma adjustments should be adequately explained on this schedule or on attachments...
	Supporting Schedules: Recap Schedules:
	(a) C-1
	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	APPENDIX
	ILLUSTRATIVE SCHEDULE FORMAT

	Percentage of
	Incremental
	Description Gross Revenues
	Federal Income Taxes %
	State Income Taxes
	Other Taxes and Expenses: (Specify):
	___________
	Total Tax Percentage ___________ %
	Operating Income % = 100% - Tax Percentage
	1 = Gross Revenue Conversion Factor
	Operating Income %
	Note: All tax percentages shall include the effect of other taxes upon the incremental rate. The ...
	developing the conversion factor.
	Supporting Schedules: Recap Schedules:
	A-1


	ARIZONA CORPORATION COMMISSION REGULATION R14-2-103
	APPENDIX D.
	COST OF CAPITAL
	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	APPENDIX
	ILLUSTRATIVE SCHEDULE FORMAT

	End of Test Year End of Projected Year
	Cost Com- Cost Com-
	Rate posite Rate posite
	Invested Capital Amount % (e) Cost Amount % (e) Cost
	Long-Term Debt (a) $ % % $ % %
	Preferred Stock (b)
	Common Equity (c)
	Short Term Debt (a)
	Deferrals (d) ______ ______ -0- ______ ______ ______ -0- ______
	$ _____ 100% % % $ _____ 100% % %
	______ ______ _____ _____ ______ _____ _____ _____
	Supporting Schedules: Recap Schedules:
	(a) D-2 (e) A-3
	(b) D-3
	(c) D-4
	(d) E-1
	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	APPENDIX
	ILLUSTRATIVE SCHEDULE FORMAT

	End of Test Year End of Projected Year
	Annual Annual
	Description of Debt Outstanding Interest Outstanding Interest*
	Long-Term: $ $ $ $
	_______ _______ _______ _______
	Total Long-Term (a) $______ (b) $______ $______ $______
	Cost Rate (a) ______ % ______ %
	Short Term: $ $ $ $
	_______ _______ _______ _______
	Total Short-Term (a) $______ (b) $______ $______ $______
	Cost Rate (a) ______ % ______ %
	* Including amortization of discount, premium and expense.
	Supporting Schedules: Recap Schedules:
	(b) E-1 (a) D-1
	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	APPENDIX
	ILLUSTRATIVE SCHEDULE FORMAT

	End of Test Year End of Projected Year
	Shares Dividend Shares Dividend
	Description of Issue Outstanding Amount Requirement Outstanding Amount Requirement
	$ $ $ $
	______ ______ ______ ______ ______ ______
	Total (a) ______ $ _____ (b) $ _____ $ ______ $ ______
	Cost Rate (a) ______ % ______ %
	Supporting Schedules: Recap Schedules:
	(b) E-1 (a) D-1
	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	APPENDIX
	ILLUSTRATIVE SCHEDULE FORMAT

	Supporting Schedules: Recap Schedules:
	Special Studies (D-1)

	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	APPENDIX E.
	FINANCIAL STATEMENTS AND STATISTICAL SCHEDULES
	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	APPENDIX
	ILLUSTRATIVE SCHEDULE FORMAT
	Test Year Prior Year Prior Year
	ASSETS At ______ At ______ At ______
	Property, plant & equipment: (a) $ $ $
	Current Assets:
	_______ _______ _______
	$ ______ $ ______ $ ______
	_______ _______ _______
	LIABILITIES and STOCKHOLDERS’ EQUITY
	Capitalization: (b) $ $ $
	Current Liabilities:
	_______ _______ _______
	$ ______ $ ______ $ ______
	_______ _______ _______
	Supporting Schedules: Recap Schedules:
	(a) E-5 (b) A-3
	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	APPENDIX
	ILLUSTRATIVE SCHEDULE FORMAT

	Test Year Test Year Test Year
	Ended______ Ended______ Ended______
	Revenues: (a) $ $ $
	Operating Expenses: (a)
	Current Assets:
	_______ _______ _______
	Operating Income (a) $ $ $
	_______ _______ _______
	Other income and deductions:
	Interest
	Net Income _______ _______ _______
	$ ______ $ ______ $ ______
	_______ _______ _______
	Preferred Dividends _______ _______ _______
	Earnings Available for Common Stock _______ _______ _______
	Earnings Per Share of Average Common
	Stock Outstanding _______ _______ _______
	Supporting Schedules: Recap Schedules:
	(a) E-6 A-2
	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	APPENDIX
	ILLUSTRATIVE SCHEDULE FORMAT

	Test Year Test Year Test Year
	Ended______ Ended______ Ended______
	Source of Funds $ $ $
	From Operations:
	Financing:
	Total Funds Provided _______ _______ _______
	$_______ $_______ $_______
	_______ _______ _______
	Application of Funds: $ $ $
	Construction Expenditures
	Dividends
	Other Items:
	_______ _______ _______
	$ ______ $ ______ $ ______
	Supporting Schedules: Recap Schedules:
	A-5
	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	APPENDIX
	ILLUSTRATIVE SCHEDULE FORMAT
	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	APPENDIX
	ILLUSTRATIVE SCHEDULE FORMAT

	End of Test End of Prior
	Account Year Net Year
	Number Description At Additions At
	Production Plant-Steam:
	XXX Land & Land Rights $ $ $
	XXX Structures and Improvements
	Total Plant in Service ______ ______ ______
	$
	Accumulated Depreciation ______ ______ ______
	$ $ $
	Net Plant in Service $ $ $
	Construction Work In Progress ______ ______ ______
	Total Net Plant $ _____ $ _____ $ _____
	Note: For combination utilities, the above information should be presented by department.
	Supporting Schedules: Recap Schedules:
	E-1
	A-4
	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	APPENDIX
	ILLUSTRATIVE SCHEDULE FORMAT

	Department ____________________
	Test Year Prior Year Prior Year
	Ended _____ Ended _____ Ended _____
	__________ __________ __________
	Revenues: $ $ $
	Residential
	__________ __________ __________
	Total Revenues $ $ $
	Operating Expenses*:
	__________ __________ __________
	Total Operating Expenses $ $ $
	Operating Income $________ $_________ $_________
	__________ __________ __________
	* Including allocation of general and administrative expenses.
	Supporting Schedules: Recap Schedules:
	E-2
	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	APPENDIX
	ILLUSTRATIVE SCHEDULE FORMAT

	Schedule showing key operating statistics in comparative format, for the test year and the two fi...
	Test Year Prior Year Prior Year
	Electric Statistics Ended______ Ended______ Ended______
	KWH Sales-By Class of Service
	Avg. No. of Customers-By Class of Service
	Avg. KWH Use-By Class of Service
	Avg. Annual Revenue Per Residential Customer
	KWH Production Expense
	KWH Trans. Expense
	Gas Statistics:
	MCF or Therm Sales-By Class of Service
	Avg. No. of Customers-By Class of Service
	Avg. MCF or Therm Use-By Class of Service
	Avg. Annual Revenue Per Residential Customer
	Production Expense Per MCF or Therm
	Storage and Trans. Expense Per MCF or Therm
	Water Statistics:
	Gallons Sold-By Class of Service
	Avg. No. of Customers-By Class of Service
	Avg. Annual Gallons Per Residential Customer
	Avg. Annual Revenue Per Residential Customer
	Pumping Cost Per 1,000 Gallons
	Telephone Statistics:
	Main Telephones
	Company Telephones
	Revenue Per Main Telephone
	Messages
	Net Plant in Service Per Telephone
	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	APPENDIX
	ILLUSTRATIVE SCHEDULE FORMAT

	Test Year Prior Year Prior Year
	Ended _____ Ended _____ Ended _____
	Description __________ __________ __________
	Federal Taxes: $ $ $
	__________ __________ __________
	$ $ $
	State Taxes $ $ $
	__________ __________ __________
	$ $ $
	Local Taxes: $ $ $
	__________ __________ __________
	$ $ $
	Total Taxes $ _________ $ _________ $ _________
	NOTE: For combination utilities, the above should be presented in total and by department.
	Supporting Schedules: Recap Schedules:
	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	APPENDIX
	ILLUSTRATIVE SCHEDULE FORMAT

	Disclosure of important facts pertaining to the understanding of the financial statements.
	Disclosures should include, but not be limited to the following:
	1. Accounting method.
	2. Depreciation lives and methods employed by major classifications of utility property.
	3. Income tax treatment - normalization or flow through.
	4. Interest rate used to charge interest during construction, if applicable.
	Supporting Schedules: Recap Schedules:


	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	APPENDIX F.
	PROJECTIONS AND FORECASTS
	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	APPENDIX
	ILLUSTRATIVE SCHEDULE FORMAT
	Schedule showing an income statement for the projected year, compared with actual test year resul...
	Projected Year
	At Present At Proposed
	Actual Rates Rates
	Test Year Year Year
	Ended _____(a) Ended_____ (b) Ended _____ (b)
	Revenues: $ $ $
	Operating Expenses:
	_________ _________ _________
	Operating Income $ $ $
	Other Income & Deductions:
	Interest ________ _________ _________
	Net Income $ ________ $ ________ $ ________
	_________ _________ _________
	Earnings per share of average
	Common Stock Outstanding $ ________ $ Optional $ Optional
	% Return on Common Equity ________ % ________ % ________ %
	Supporting Schedules: Recap Schedules:
	(a) E-2 (b) A-2
	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	APPENDIX
	ILLUSTRATIVE SCHEDULE FORMAT

	Projected Year
	At Present At Proposed
	Rates Rates
	Test Year Year Year
	Ended (a) Ended (b) Ended (b)
	Source of Funds: $ $ $
	_________ _________ _________
	Total Funds Provided $ ________ $ ________ $ ________
	Application of Funds:
	_________ _________ _________
	Total Funds Provided $ ________ $ ________ $ ________
	Details of Financing:
	Changes in Short-term Debt:
	Changes in Long-term Debt:
	Changes in Preferred Stock:
	Changes in Common Equity:
	Supporting Schedules: Recap Schedules:
	(a) E-3 (b) A-5
	(c) F-3
	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	APPENDIX
	ILLUSTRATIVE SCHEDULE FORMAT

	Actual Projected
	Test Year Test Year Test Year Test Year
	Property Classification Ended Ended Ended Ended
	Production Plant $ $ $ $
	Transmission Plant
	_________ _________ _________
	Total Plant (a) $ ________ $ ________ $ ________
	NOTE: For combination utilities, the above should be presented by department.
	Supporting Schedules: Recap Schedules:
	(a) F-2 & A-4
	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	APPENDIX
	ILLUSTRATIVE SCHEDULE FORMAT

	Important assumptions used in preparing projections should be explained.
	Areas covered should include:
	1. Customer growth
	2. Growth in consumption and customer demand
	3. Changes in expenses
	4. Construction requirements, including production reserves and changes in plant capacity
	5. Capital structure changes
	6. Financing costs, interest rates
	Supporting Schedules: Recap Schedules:


	ARIZONA CORPORATION COMMISSION REGULATION R14-2-103
	APPENDIX G. COST OF SERVICE ANALYSES
	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	APPENDIX
	ILLUSTRATIVE SCHEDULE FORMAT
	Customer Classification
	Total A B Z
	Revenues (a) $ $ $ $
	Expenses (b)
	Operating Income before Income Taxes
	Income Taxes _________ _________ _________ _____
	Net Operating Income $ ________ $ ________ $ ________ $______
	Rate Base (c) $ $ $ $
	Rate of Return % % % %
	Supporting Schedules: Recap Schedules:
	(a) H-1 (c) G-3
	(b) G-4
	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	APPENDIX
	ILLUSTRATIVE SCHEDULE FORMAT

	Customer Classification
	Total A B Z
	Revenues (a) $ $ $ $
	Expenses (b)
	Operating Income before Income Taxes
	Income Taxes _________ _________ _________ _________
	Net Operating Income $ ________ $ ________ $ ________ $ ________
	Rate Base (c) $ $ $ $
	Rate of Return % % % %
	Supporting Schedules: Recap Schedules:
	(a) H-1 (c) G-3
	(b) G-4
	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	APPENDIX
	ILLUSTRATIVE SCHEDULE FORMAT


	Demand Commodity Customer
	Class of Plant Function Plant Function
	Service Total (a) 1 2 3 etc. 1 2 3 etc. Gen. Specific
	$ % $(b) %(c)
	A
	B
	Z $
	TOTAL $ % $(b) (c) %
	Supporting Schedules: Recap Schedules:
	(b) G-5 (a) G-1 & G-2
	(c) G-7
	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	APPENDIX
	ILLUSTRATIVE SCHEDULE FORMAT


	Demand Commodity Customer Other
	Class of Plant Function Plant Function
	Service Total (a) 1 2 3 4 1 2 3 etc. Gen. Specific
	$ % $(b) %(c)
	A
	B
	Z $
	TOTAL $ % $(b) (c) %
	Supporting Schedules: Recap Schedules:
	(b) G-5 (a) G-1 & G-2
	(c) G-7
	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	APPENDIX
	ILLUSTRATIVE SCHEDULE FORMAT

	Function*
	Demand Customer*
	Plant Classification Total 1* 2* 3* 4* Commodity* Gen. Specific
	$ %
	Production
	Transmission
	$ %
	* Production or transmission, primary, secondary, etc.
	Supporting Schedules: Recap Schedules:
	(a) G-3
	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	APPENDIX
	ILLUSTRATIVE SCHEDULE FORMAT

	Function*
	Demand Customer
	Expense Classification Total 1* 2* 3* 4* Commodity Gen. Specific Other
	$ % $ %
	Production:
	Transmission:
	Sales:
	Administrative:
	Total Operating
	Expenses (a) $ % $ %
	* Production Transmission, primary, secondary, etc.
	Supporting Schedules: Recap Schedules:
	(a) G-4
	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	APPENDIX
	ILLUSTRATIVE SCHEDULE FORMAT

	Schedules should be provided to indicate how demand, commodity and customer allocation factors we...
	Supporting Schedules: Recap Schedules:
	G-4
	G-3

	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	APPENDIX H.
	EFFECT OF PROPOSED TARIFF SCHEDULES
	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	APPENDIX
	ILLUSTRATIVE SCHEDULE FORMAT

	Revenues in the Test Year (a) Proposed Increase (b)
	Customer Classification Present Rates Proposed Rates Amount %
	Residential $ $ $
	Industrial
	Total Revenues $ $ $ $
	Note: For combination utilities, above information should be presented in total and by department.
	Supporting Schedules: Recap Schedules:
	(a) H-2 (b) A-1
	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	APPENDIX
	ILLUSTRATIVE SCHEDULE FORMAT

	Average Revenues Proposed
	Number Average Present Proposed Increase
	Class of Service of Customers Consumption Rates Rates Amount %
	Residential: $ $ $
	General
	Limited Service
	Total Residential $ (a) $ (a) $ (a) $ (a) %
	Industrial:
	General service
	Optional service
	Total Company $ $ $ %
	Note: For combination utilities, above information should be presented by department.
	Supporting Schedules: Recap Schedules:
	(a) H-1
	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	APPENDIX
	ILLUSTRATIVE SCHEDULE FORMAT

	Rate Present Proposed
	Schedule Description Block Rate Rate Change
	1 Residential-Gen. Service First 1,000 gal. $1.00 $1.25 $ .25
	Next 1,000 gal. $ .08/100 $ .10/100 $ .02/100
	12 Industrial-Gen. Service
	Supporting Schedules:
	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	APPENDIX
	ILLUSTRATIVE SCHEDULE FORMAT

	Rate Monthly Present Proposed %
	Schedule Description Consumption Bill Bill Increase
	1 Residential-Gen. Service 1,000 gal. or less $1.00 $1.25 25.0%
	5,000 gal. $3.30 $ 3.80 15.2%
	Supporting Schedules:
	ARIZONA CORPORATION COMMISSION
	REGULATION R14-2-103
	APPENDIX
	ILLUSTRATIVE SCHEDULE FORMAT

	Rate Schedule:
	Description:
	Number of
	Bills by Consumption Cumulative Bills Cumulative Consumption
	Block Block By Blocks No. % of Total Amount % of Total
	Average Number of Customers
	Average Consumption
	Median Consumption
	Supporting Schedules: Recap Schedules:
	Historical Note
	Former Section R14-2-103 renumbered as Section R14-2-101, former Section R14-2-128 renumbered as ...
	R14-2-104. Inspection of annual reports


	Historical Note
	Former Section R14-2-104 repealed, new Section R14-2- 104 adopted effective March 2, 1982 (Supp. ...
	R14-2-105. Notice of rate hearings


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2).
	R14-2-106. Commission Color Code to Identify Location of Underground Facilities


	UNACCEPTABLE FACILITY LOCATION COLORS:
	Historical Note
	Adopted effective September 5, 1986 (Supp. 86-5). Amended effective June 4, 1993, under an exempt...

	ARTICLE 2. ELECTRIC UTILITIES
	R14-2-201. Definitions

	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2).
	R14-2-202. Certificate of Convenience and Necessity for electric utilities; filing requirements o...


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2).
	R14-2-203. Establishment of Service


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2). Amended by an emergency action effective August 10,...
	R14-2-204. Minimum Customer Information Requirements


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2). Amended by an emergency action effective August 10,...
	R14-2-205. Master metering


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2).
	R14-2-206. Service Lines and Establishments


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2).
	R14-2-207. Line Extensions


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2). Amended subsection (E)(3)(c) effective April 1, 198...
	R14-2-208. Provision of Service


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2). Amended subsections (D)(5) and (F)(1) and (2) effec...
	R14-2-209. Meter Reading


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2). Amended subsection (E)(1) effective April 1, 1986 (...
	R14-2-210. Billing and Collection


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2). Amended by an emergency action effective August 10,...
	R14-2-211. Termination of Service


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2). Amended by an emergency action effective August 10,...
	R14-2-212. Administrative and hearing requirements


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2). Amended effective December 31, 1998, under an exemp...
	R14-2-213. Conservation


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2).

	ARTICLE 3. GAS UTILITIES
	R14-2-301. Definitions

	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2).
	R14-2-302. Certificate of Convenience and Necessity for gas utilities; additions/extensions; aban...


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2).
	R14-2-303. Establishment of service


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2).
	R14-2-304. Minimum customer information requirements


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2).
	R14-2-305. Master metering


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2).
	R14-2-306. Service lines and establishments


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2).
	R14-2-307. Main extensions


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2).
	R14-2-308. Provision of service


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2). Amended by deleting subsection (I) effective Octobe...
	R14-2-309. Meter reading


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2).
	R14-2-310. Billing and collection


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2).
	R14-2-311. Termination of service


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2).
	R14-2-312. Administrative and Hearing Requirements


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2). Amended effective December 31, 1998, under an exemp...
	R14-2-313. Conservation


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2).
	R14-2-314. Intermittent gas ignition


	Historical Note
	Former Section R14-2-135 renumbered as Section R14- 2-314 without change effective March 2, 1982 ...

	ARTICLE 4. WATER UTILITIES
	R14-2-401. Definitions

	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2).
	R14-2-402. Certificate of Convenience and Necessity for water utilities; abandonments


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2). Amended by adding subsection (C) effective Septembe...
	R14-2-403. Establishment of service


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2). Amended subsections (B) and (D) effective September...
	R14-2-404. Minimum customer information requirements


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2).
	R14-2-405. Service connections and establishments


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2). Amended subsection (B) effective September 28, 1982...
	R14-2-406. Main extension agreements


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2). Amended subsections (D) and (K) effective September...
	R14-2-407. Provision of service


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2). Amended subsection (F) effective September 28, 1982...
	R14-2-408. Meter reading


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2).
	R14-2-409. Billing and collection


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2). Amended subsection (C) effective September 28, 1982...
	R14-2-410. Termination of service


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2). Amended subsection (E) effective September 28, 1982...
	R14-2-411. Administrative and Hearing Requirements


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2). Amended subsection (D) effective September 28, 1982...

	ARTICLE 5. TELEPHONE UTILITIES
	R14-2-501. Definitions

	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2).
	R14-2-502. Certificate of Convenience and Necessity for telephone utilities; additions/extensions...


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2).
	R14-2-503. Establishment of service


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2).
	R14-2-504. Minimum customer information requirements


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2).
	R14-2-505. Service connections and establishments


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2).
	R14-2-506. Construction Agreements


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2). Amended by exempt rulemaking at 5 A.A.R. 2054, effe...
	R14�2�507. Provision of Service


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2). Amended effective August 16, 1996 (Supp. 96-3). Ame...
	R14-2-508. Billing and collection


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2).
	R14-2-509. Termination of service


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2).
	R14-2-510. Administrative and Hearing Requirements


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2). Amended effective December 31, 1998, under an exemp...

	ARTICLE 6. SEWER UTILITIES
	R14-2-601. Definitions

	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2).
	R14-2-602. Certificate of Convenience and Necessity for sewer utilities; additions/extensions; ab...


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2).
	R14-2-603. Establishment of service


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2).
	R14-2-604. Minimum customer information requirements


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2).
	R14-2-605. Service connections


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2).
	R14-2-606. Collection main extension agreements


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2).
	R14-2-607. Provision of service


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2).
	R14-2-608. Billing and collection


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2).
	R14-2-609. Termination of service


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2).
	R14-2-610. Administrative and Hearing Requirements


	Historical Note
	Adopted effective March 2, 1982 (Supp. 82-2). Amended effective December 31, 1998, under an exemp...

	ARTICLE 7. RESOURCE PLANNING
	R14-2-701. Definitions

	Historical Note
	Adopted effective February 3, 1989 (Supp. 89-1).
	R14-2-702. Applicability


	Historical Note
	Adopted effective February 3, 1989 (Supp. 89-1).
	R14-2-703. Utility reporting requirements


	Historical Note
	Adopted effective February 3, 1989 (Supp. 89-1).
	R14-2-704. Commission review of utility plans


	Historical Note
	Adopted effective February 3, 1989 (Supp. 89-1).

	ARTICLE 8. PUBLIC UTILITY HOLDING COMPANIES AND AFFILIATED INTERESTS
	R14-2-801. Definitions

	Historical Note
	Adopted effective July 30, 1992 (Supp. 92-3).
	R14-2-802. Applicability


	Historical Note
	Adopted effective July 30, 1992 (Supp. 92-3).
	R14-2-803. Organization of Public Utility Holding Companies


	Historical Note
	Adopted effective July 30, 1992 (Supp. 92-3).
	R14-2-804. Commission Review of Transactions Between Public Utilities and Affiliates


	Historical Note
	Adopted effective July 30, 1992 (Supp. 92-3).
	R14-2-805. Annual Filing Requirements of Diversification Activities and Plans


	Historical Note
	Adopted effective July 30, 1992 (Supp. 92-3).
	R14-2-806. Waiver from the Provisions of this Article


	Historical Note
	Adopted effective July 30, 1992 (Supp. 92-3).

	ARTICLE 9. CUSTOMER-OWNED PAY TELEPHONES
	R14-2-901. Definitions

	Historical Note
	Adopted effective September 16, 1992 (Supp. 92-3).
	R14-2-902. Application for Certificate of Convenience and Necessity


	Historical Note
	Adopted effective September 16, 1992 (Supp. 92-3). Amended effective December 31, 1998, under an ...
	R14-2-903. Grant of Certificate of Convenience and Necessity


	Historical Note
	Adopted effective September 16, 1992 (Supp. 92-3).
	R14-2-904. Application for Adjudication not a Public Service Corporation


	Historical Note
	Adopted effective September 16, 1992 (Supp. 92-3).
	R14-2-905. Generic (Streamlined) COPT Tariff


	Historical Note
	Adopted effective September 16, 1992 (Supp. 92-3).
	R14-2-906. Special (Non-Streamlined) COPT Tariff


	Historical Note
	Adopted effective September 16, 1992 (Supp. 92-3).
	R14-2-907. Reporting Requirements and Safety Standards


	Historical Note
	Adopted effective September 16, 1992 (Supp. 92-3).
	R14-2-908. Violations


	Historical Note
	Adopted effective September 16, 1992 (Supp. 92-3).
	R14-2-909. Variations or Exemptions from the Commission’s Rules


	Historical Note
	Adopted effective September 16, 1992 (Supp. 92-3).

	ARTICLE 10. ALTERNATIVE OPERATOR SERVICES
	R14-2-1001. Definitions

	Historical Note
	Adopted effective November 2, 1993, under a court- ordered exemption as determined by the Arizona...
	R14-2-1002. Application for Certificate of Convenience and Necessity


	Historical Note
	Adopted effective November 2, 1993, under a court- ordered exemption as determined by the Arizona...
	R14-2-1003. Grant of Certificate of Convenience and Necessity


	Historical Note
	Adopted effective November 2, 1993, under a court- ordered exemption as determined by the Arizona...
	R14-2-1004. Rates, Operator Service Charges, and Surcharges


	Historical Note
	Adopted effective November 2, 1993, under a court- ordered exemption as determined by the Arizona...
	R14-2-1005. End-user Notification and Choice Requirements


	Historical Note
	Adopted effective November 2, 1993, under a court- ordered exemption as determined by the Arizona...
	R14-2-1006. Public Safety Requirements


	Historical Note
	Adopted effective November 2, 1993, under a court- ordered exemption as determined by the Arizona...
	R14-2-1007. Billing and Collection


	Historical Note
	Adopted effective November 2, 1993, under a court- ordered exemption as determined by the Arizona...
	R14-2-1008. Call Splashing Requirements


	Historical Note
	Adopted effective November 2, 1993, under a court- ordered exemption as determined by the Arizona...
	R14-2-1009. Complaint Processing


	Historical Note
	Adopted effective November 2, 1993, under a court- ordered exemption as determined by the Arizona...
	R14-2-1010. Quality of Service


	Historical Note
	Adopted effective November 2, 1993, under a court- ordered exemption as determined by the Arizona...
	R14-2-1011. Reports


	Historical Note
	Adopted effective November 2, 1993, under a court- ordered exemption as determined by the Arizona...
	R14-2-1012. Violations


	Historical Note
	Adopted effective November 2, 1993, under a court- ordered exemption as determined by the Arizona...
	R14-2-1013. IntraLATA Long-distance Service is Prohibited


	Historical Note
	Adopted effective November 2, 1993, under a court- ordered exemption as determined by the Arizona...
	R14-2-1014. Variations or Exemptions from the Commission’s Rules


	Historical Note
	Adopted effective November 2, 1993, under a court- ordered exemption as determined by the Arizona...

	ARTICLE 11. COMPETITIVE TELECOMMUNICATIONS SERVICES
	R14-2-1101. Application of Rules

	Historical Note
	Adopted effective June 27, 1995, under a court-ordered exemption as determined by the Arizona Cor...
	R14-2-1102 Application of Rule


	Historical Note
	Adopted effective June 27, 1995, under a court-ordered exemption as determined by the Arizona Cor...
	R14-2-1103. Certificates of Convenience and Necessity Required


	Historical Note
	Adopted effective June 27, 1995, under a court-ordered exemption as determined by the Arizona Cor...
	R14-2-1104. Expanded Certificates of Convenience and Necessity for Telecommunications Companies w...


	Historical Note
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	Adopted effective June 27, 1995, under a court-ordered exemption as determined by the Arizona Cor...
	R14-2-1111. Requirement for IntraLATA Equal Access


	Historical Note
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	R14�2�1307. Unbundling


	Historical Note
	Adopted effective September 6, 1996, under an exemption as determined by the Arizona Corporation ...
	R14�2�1308. Number Portability


	Historical Note
	Adopted effective September 6, 1996, under an exemption as determined by the Arizona Corporation ...
	R�14�2�1309. Cost Methodology


	Historical Note
	Adopted effective September 6, 1996, under an exemption as determined by the Arizona Corporation ...
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	R14-2-1408. Emergency Expired
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	R14-2-1409. Emergency Expired
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	R14-2-1503. Negotiation
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	R14-2-1504. Mediation
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	R14-2-1505. Arbitration
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	R14-2-1506. Filing and Service of Request for Approval of Interconnection Agreement
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	Emergency rule adopted effective July 23, 1996, effective for a maximum of 180 days, under a cour...
	R14-2-1507. Approval Procedure
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	Emergency rule adopted effective July 23, 1996, effective for a maximum of 180 days, under a cour...
	R14-2-1508. Amendments
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	Adopted effective August 27, 1997, under an exemption as determined by the Arizona Corporation Co...
	R14-2-1509. Replacement or Subsequent Interconnection Agreements
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	Adopted effective August 27, 1997, under an exemption as determined by the Arizona Corporation Co...

	ARTICLE 16. RETAIL ELECTRIC COMPETITION
	R14-2-1601. Definitions
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	Adopted effective December 26, 1996, under an exemption as determined by the Arizona Corporation ...
	R14-2-1602. Filing of Tariffs by Affected Utilities
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	Adopted effective December 26, 1996, under an exemption as determined by the Arizona Corporation ...
	R14-2-1603. Certificates of Convenience and Necessity
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	Adopted effective December 26, 1996, under an exemption as determined by the Arizona Corporation ...
	R14-2-1604. Competitive Phases
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	Adopted effective December 26, 1996, under an exemption as determined by the Arizona Corporation ...
	R14-2-1605. Competitive Services
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	Adopted effective December 26, 1996, under an exemption as determined by the Arizona Corporation ...
	R14-2-1606. Services Required to be Made Available
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	Adopted effective December 26, 1996, under an exemption as determined by the Arizona Corporation ...
	R14-2-1607. Recovery of Stranded Cost of Affected Utilities
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	Adopted effective December 26, 1996, under an exemption as determined by the Arizona Corporation ...
	R14-2-1608. System Benefits Charges
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	Adopted effective December 26, 1996, under an exemption as determined by the Arizona Corporation ...
	R14-2-1609. Solar Portfolio Standard
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	Adopted effective December 26, 1996, under an exemption as determined by the Arizona Corporation ...
	R14-2-1610. Transmission and Distribution Access
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	R14-2-1611. In-state Reciprocity
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	Adopted effective December 26, 1996, under an exemption as determined by the Arizona Corporation ...
	R14-2-1614. Reporting Requirements
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	Adopted effective December 26, 1996, under an exemption as determined by the Arizona Corporation ...
	R14-2-1615. Administrative Requirements
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	Adopted effective December 26, 1996, under an exemption as determined by the Arizona Corporation ...
	R14-2-1616. Separation of Monopoly and Competitive Services
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	Adopted effective December 26, 1996, under an exemption as determined by the Arizona Corporation ...
	R14-2-1617. Affiliate Transactions


	Historical Note
	Adopted by an emergency action effective August 10, 1998, pursuant to A.R.S. § 41-1026, in effect...
	R14-2-1618. Disclosure of Information


	Historical Note
	Adopted by an emergency action effective August 10, 1998, pursuant to A.R.S. § 41-1026, in effect...
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	R14-5-107. Minimum Standards for Locomotives


	Historical Note
	Adopted effective September 30, 1982 (Supp. 82-5). Amended Subsections (A) and (B) effective Apri...
	R14-5-108. Inspection of property


	Historical Note
	Former General Order R-9; Former Section R14-5-409 renumbered as Section R14-5-108 effective Sept...
	R14-5-109. Industrial Track Standards


	Historical Note
	Adopted effective May 28, 1992 (Supp. 92-2).
	R14-5-110. Walkway and Clearance Standards


	Historical Note
	Adopted effective May 28, 1992 (Supp. 92-2).
	R14-5-111. Crew Requirements


	Historical Note
	Adopted effective May 28, 1992 (Supp. 92-2).
	R14-5-112. Reserved
	R14-5-113. Hazardous Materials


	Historical Note
	Adopted effective May 28, 1992 (Supp. 92-2).
	R14-5-114. End-of-train Device


	Historical Note
	Adopted effective May 28, 1992 (Supp. 92-2).
	R14-5-115. Train Composition


	Historical Note
	Adopted effective May 28, 1992 (Supp. 92-2).
	R14-5-116. Civil Penalty


	Historical Note
	Adopted effective May 28, 1992 (Supp. 92-2).



	Appendix 1. Walkways Along Main Tracks Along Short Line & Branch Line - One Track
	Historical Note
	Adopted effective May 28, 1992 (Supp. 92-2).


	Appendix 2. Walkways Along Main Tracks Along Short Line & Branch Line - Two Tracks
	Historical Note
	Adopted effective May 28, 1992 (Supp. 92-2).


	Appendix 3. Walkways at Main Line Switches Entering Yards and Serving Industry Tracks Except as P...
	Historical Note
	Adopted effective May 28, 1992 (Supp. 92-2).


	Appendix 4. Walkways Where Switches are Power Operated
	Historical Note
	Adopted effective May 28, 1992 (Supp. 92-2).


	Appendix 5. Walkways in Yards and Points Where Industrial Switching is Performed But Not Less Tha...
	Historical Note
	Adopted effective May 28, 1992 (Supp. 92-2).


	Appendix 6. Requirements for Walkways Adjacent to Tracks
	Historical Note
	Adopted effective May 28, 1992 (Supp. 92-2).


	Appendix 7. Typical Clearance of Structures from Railroad Tracks
	Historical Note
	Adopted effective May 28, 1992 (Supp. 92-2).


	Appendix 8. Highway Crossing Sign
	Historical Note
	Adopted effective May 28, 1992 (Supp. 92-2).

	ARTICLE 2. PIPELINE SAFETY
	R14-5-201. Definitions
	Historical Note
	Adopted effective October 23, 1987 (Supp. 87-4). Amended Paragraph (5) effective February 3, 1989...
	R14-5-202. Construction and Safety Standards


	Historical Note
	Adopted effective October 23, 1987 (Supp. 87-4). Amended Subsections (B), (I) and (J) effective F...
	R14-5-203. Pipeline Incident Reports and Investigations


	Historical Note
	Adopted effective October 23, 1987 (Supp. 87-4). Amended effective December 18, 1991 (Supp. 91-4)...
	R14-5-204. Annual Reports


	Historical Note
	Adopted effective October 23, 1987 (Supp. 87-4). Amended effective December 18, 1991 (Supp. 91-4).
	R14-5-205. Master Meter System Operators


	Historical Note
	Adopted effective October 23, 1987 (Supp. 87-4). Amended subsections (B) and (G) effective Februa...


	TITLE 14. PUBLIC SERVICE CORPORATIONS; CORPORATIONS AND ASSOCIATIONS; SECURITIES REGULATION
	CHAPTER 6. CORPORATION COMMISSION INVESTMENT MANAGEMENT
	Editor’s Note: The Corporation Commission has determined that rules in this Chapter are exempt fr...
	(Authority: Article XV, §§ 4,6, and 13, Constitution of Arizona, and A.R.S. § 44-3131.)
	ARTICLE 1. GENERAL PROVISIONS RELATING TO THE ARIZONA INVESTMENT MANAGEMENT ACT
	ARTICLE 2. DUTIES OF INVESTMENT ADVISERS AND INVESTMENT ADVISER REPRESENTATIVES
	ARTICLE 1. GENERAL PROVISIONS RELATING TO THE ARIZONA INVESTMENT MANAGEMENT ACT
	R14-6-101. Definitions
	Historical Note
	Adopted effective July 19, 1996, under a court-ordered exemption as determined by the Arizona Cor...
	R14-6-102. Scope


	Historical Note
	Adopted effective July 19, 1996, under a court-ordered exemption as determined by the Arizona Cor...
	R14-6-103. Severability


	Historical Note
	Adopted effective July 19, 1996, under a court-ordered exemption as determined by the Arizona Cor...
	R14-6-104. Enforcement of the Arizona Investment Management Act


	Historical Note
	Adopted effective July 19, 1996, under a court-ordered exemption as determined by the Arizona Cor...
	R14-6-105. Processing of Applications for Investment Adviser and Investment Adviser Representativ...


	Historical Note
	Adopted effective September 17, 1998 (Supp. 98-3). Chapter 13 reference updated to reflect curren...


	ARTICLE 2. DUTIES OF INVESTMENT ADVISERS AND INVESTMENT ADVISER REPRESENTATIVES
	R14-6-201. Books and Records of Investment Advisers
	Historical Note
	Adopted effective July 19, 1996, under a court-ordered exemption as determined by the Arizona Cor...
	R14-6-202. Supervision


	Historical Note
	Adopted effective July 19, 1996, under a court-ordered exemption as determined by the Arizona Cor...
	R14-6-203. Dishonest and Unethical Practices


	Historical Note
	Adopted effective July 19, 1996, under a court-ordered exemption as determined by the Arizona Cor...
	R14-6-204. Written Examination


	Historical Note
	Adopted effective July 19, 1996, under a court-ordered exemption as determined by the Arizona Cor...
	R14-6-205. Information to be Furnished to Clients (“Brochure Rule”)


	Historical Note
	Adopted effective July 19, 1996, under a court-ordered exemption as determined by the Arizona Cor...
	R14-6-206. Custody of Client Funds or Securities by Investment Advisers


	Historical Note
	Adopted effective July 19, 1996, under a court-ordered exemption as determined by the Arizona Cor...
	R14-6-207. Suitability of Investment Advisory Services


	Historical Note
	Adopted effective July 19, 1996, under a court-ordered exemption as determined by the Arizona Cor...
	R14-6-208. Advertisements by Investment Advisers or Investment Adviser Representatives


	Historical Note
	Adopted effective July 19, 1996, under a court-ordered exemption as determined by the Arizona Cor...
	R14-6-209. Financial and Disciplinary Information that Investment Advisers Must Disclose to Clients


	Historical Note
	Adopted effective July 19, 1996, under a court-ordered exemption as determined by the Arizona Cor...






